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(1)

THE ECONOMIC DEVELOPMENT SECTION OF 
THE PRESIDENT’S NATIONAL CAPITAL RE-
VITALIZATION AND SELF-GOVERNMENT IM-
PROVEMENT PLAN 

THURSDAY, MAY 22, 1997 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON THE DISTRICT OF COLUMBIA, 

COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT, 
Washington, DC. 

The subcommittee met, pursuant to notice, at 9:40 a.m., in room 
2154, Rayburn House Office Building, Hon. Tom Davis (chairman 
of the subcommittee) presiding. 

Present: Representatives Davis, Morella, Horn, and Norton. 
Also present: Representative Moran. 
Staff present: Ron Hamm, staff director; Howard Denis, counsel; 

Anne Mack and Roland Gunn, professional staff members; Ellen 
Brown, clerk; Cedric Hendricks, minority counsel; and Ron 
Stroman, minority professional staff member. 

Mr. DAVIS. Good morning and welcome. 
This is the sixth hearing of our subcommittee as we continue to 

review the administration’s National Capital Revitalization and 
Self-Government Plan. Now that the administration and the Dis-
trict government have signed a Memorandum of Understanding, 
we can proceed with our congressional review in an orderly man-
ner. 

I am pleased to welcome my friend and colleague from northern 
Virginia, Jim Moran, a member of the Appropriations Sub-
committee for the District, to sit with us on the dais and partici-
pate in this hearing. The economic revitalization of the city is 
something that I know Representative Moran has had a strong in-
terest in since he came to Congress. 

I know that the signing of the MOU was preceded by hard nego-
tiating on both sides. All involved should be proud of their dili-
gence. Any underlying legislative language will not be rubber-
stamped by the Congress. The MOU is essentially the first step in 
a process that will hopefully lead to a bill to be signed by the Presi-
dent. But clearly, you can’t get to second base until you touch first 
base. With the MOU signed, this subcommittee and Congress will 
move forward as rapidly as possible. But all concerned, we must re-
alize that the window of opportunity is very narrow, and we have 
to move ahead promptly or be overtaken by the congressional cal-
endar. 
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With that in mind, I ask unanimous consent that the MOU be 
made part of the permanent record, along with Council Resolution 
12–116. Hearing no objection, so ordered. 

[The information referred to follows:]
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Mr. DAVIS. Today, we will examine a subject that is critical to 
the short-term and long-term health of the District of Columbia, 
the creation and retention of jobs and employers. 

As is true of any municipality, the ability of the District of Co-
lumbia to fund the ongoing and growing needs of its community is 
dependent upon an expanding tax base. It is this base which can 
generate the revenues necessary for the city to fulfill its mission. 

As a former local elected official, I am keenly aware of just how 
important it is for a community to be in a competitive position to 
attract and retain jobs. The tax and regulatory climate in a juris-
diction is critical to decisionmakers who continually review the 
cost-effectiveness and competitiveness of their business location 
and its corresponding inventory of jobs. Access to an educated and 
trained labor supply is also a critical factor. 

The flight of jobs and residents from the District to other areas 
where bottom-line costs can be dramatically improved is well 
known. This trend can and must be reversed. 

Economies are increasingly influenced by knowledge-based indus-
tries. Communities must be able to respond to the needs rep-
resented by these new and rapidly growing businesses, including 
access to capital and a sufficient supply of qualified labor prospects. 
Additionally, the presence of the Federal Government provides 
enormous opportunities to attract and retain employers, provided 
any offsetting disincentives are not so profound that they force de-
cisionmakers to consider locations elsewhere. 

While I believe that there are measures in the administration’s 
proposal that merit strong consideration, I question whether some 
of the provisions will achieve the stated goal. Our objective is to 
provide the District with additional tools to encourage business in-
vestment, both downtown and in distressed communities. This 
must be done through coordinated development that connects the 
District’s businesses and people to the fast-growing Washington re-
gion and enables the District to be a vibrant participant in the 
growth. 

I remain troubled by approaches that may seek to socially engi-
neer the outcome. I prefer an approach that identifies opportunities 
to promote the assets of the community, an approach that presents 
an attractive tax and regulatory climate. I also prefer an approach 
that connects the education system to the needs of the business 
community by ensuring a qualified pool of employment prospects 
and an approach that stimulates business investment by providing 
incentives that result in measurable outcomes. 

In that way, we can tell the world about the positive educational, 
cultural, recreational, and entertainment assets that exist in this 
community and about the community itself. 

Today, I look forward to hearing from an outstanding group of 
witnesses about their thoughts, ideas, criticisms, and overall views 
regarding the proposed Economic Development Corp., along with 
the tax and financing measures of the President’s plan. Working to-
gether, we have the potential to provide both short-term and long-
term stability to the District’s economy. 

I would now yield to Delegate Norton for an opening statement. 
[The prepared statement of Hon. Thomas M. Davis follows:]
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Ms. NORTON. Thank you, Mr. Chairman. 
My appreciation to Chairman Tom Davis for holding the sixth 

hearing today on the President’s Revitalization Plan for the District 
of Columbia, this time on the economic development provision. To 
his credit, Chairman Davis has committed to holding a hearing on 
each major section of the President’s plan. There is some concern 
at the White House, however, because we must have a bill through 
both Houses and signed by September 30. 

Consideration of the plan now appears to be back on track, fol-
lowing the recent signing of the Memorandum of Understanding by 
all the parties. The administration is to be commended for its idea 
of an MOU to buttress the chances for passage of the President’s 
plan by demonstrating that the District is committed to responsible 
implementation and improved management. It is now up to the 
Congress to address the very legitimate underlying concerns ex-
pressed by Mayor Barry and the Council about the plan itself, as 
we draw bill language. 

The chairman and I share much of that concern. As we have al-
ways indicated, it is our intention to address these concerns with 
vigor and determination, while recognizing the challenge of pro-
ceeding so as to assure that we attract the votes necessary for pas-
sage. 

An Economic Development Corp., for the District, the subject of 
today’s hearing, if given ample time, can help in the work of reviv-
ing both the District and its neighborhoods. Downtown revival has 
a head start, thanks to private business, which is putting up most 
of the money for arena and the convention center, because the pri-
vate sector understands the District’s very considerable unused 
economic potential. 

I am pleased that a representative from the Philadelphia Indus-
trial Development Corp., Philadelphia’s Economic Development 
Corp., will be testifying today. Philadelphia’s skill at inducing its 
recovery from insolvency is instructive. Philadelphia’s revival has 
been rapid, innovative, solid, and lasting. I look forward not only 
to hearing about the Philadelphia experience, but also to hearing 
from city officials, business representatives, and our Federal wit-
nesses. 

Thank you, Mr. Chairman. 
Mr. DAVIS. Thank you. 
Mr. Horn, do you want to make an opening statement? 
Mr. HORN. Thank you, Mr. Chairman. 
I’m delighted you are holding this series of hearings. It’s tremen-

dously important to talk about the infrastructure, the fiscal man-
agement, and economic development. And I look forward to hearing 
how, when that economic development occurs, that it meets the 
zoning of this city to preserve and not overshadow the historic 
buildings of the Government. 

I would also add that all of the good deeds we might do in au-
thorizing a sound economic development program and bringing 
around some fiscal reform will be for nought if we do not have a 
professional, talented, incorruptible public service. If we don’t face 
up to that, all of the rest of this is down a rat hole, and we’ll be 
back where we started with this city. 
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So I would hope, Mr. Chairman, we will face up to that sometime 
this year, because otherwise we’re kidding ourselves. 

Mr. DAVIS. Thank you very much. 
Now, I would like to ask our colleague from the Appropriations 

Subcommittee, Mr. Moran. 
Mr. MORAN. Thank you very much, Mr. Chairman. 
I share your belief that a strong urban core is essential to the 

overall health of the entire region. It is heartening to see the im-
portance that the White House and individual Members of Con-
gress have placed on revitalizing the District’s economy. 

I particularly want to applaud President Clinton for the bold pro-
posals that he has made to pull the District out of its financial mo-
rass, and Delegate Norton for her numerous and creative efforts to 
improve the District. I wanted to make sure she heard that before 
I said anything else. 

Mr. Chairman, I want you to hear this phrase, because I thought 
this was a good encapsulation. I am concerned that a lot of these 
proposals, however, may become the fiscal equivalent of Michael 
Jackson’s moonwalking, giving the impression of moving forward 
while, in fact, it’s standing still. 

For example, the proposal to reduce Federal taxes for DC resi-
dents to 15 percent, I do applaud Ms. Norton for her work on this 
bill, and I know that she has the very best intentions in mind and 
is determined to stem the hemorrhaging of DC’s population, but I 
don’t believe that individual residents are leaving the District sole-
ly because they are overtaxed or even primarily because they are 
overtaxed. 

In fact, the individual tax burden on DC residents is less than 
that borne by those living in Prince George’s County, which is the 
most popular destination of former DC residents. Reducing the 
Federal tax burden will make it less expensive to live in the Dis-
trict, and it may help stem the tide, but it is certainly not going 
to reverse the flow of migration out of the city over the last several 
decades. 

The administration’s proposal is also a noble effort to encourage 
greater investment in the District and to stimulate the District’s 
economy, but this plan also appears to be more suitable for spur-
ring development in a disadvantaged area than rebuilding the Dis-
trict’s economy. 

The District is a natural magnet for high-paying jobs. It is both 
the center of Government and the core of one of the wealthiest re-
gions in the country. Rather than trying to create an artificial at-
traction, as this plan may be perceived as doing, we should instead 
unleash the District’s economic potential by removing the policies 
that sap its financial strength. 

To do so, we have to address and reform the incomprehensible 
and often punitive DC Tax Code. This is the catalyst that is driving 
businesses out of the District and into the suburbs. A recent study 
found that the total tax burden for small businesses in the District 
of Columbia is at least 25 percent greater than in the next highest 
jurisdiction in the region. 

The corporate income tax rate in the District is 10 percent—
9.975 percent—10 percent compared to 6 percent in Virginia and 
7 percent in Maryland. A typical information technology company 
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would pay more than $22,000 in income tax in the District. In Vir-
ginia, that same firm would pay $13,280. They both have the same 
Federal income taxes, but in the District they would pay almost 
twice as much as they would pay in Virginia. And in Maryland, 
they would pay $18,500. 

The DC corporate property tax rate, the corporate property tax 
rate, is an average of $2.15. That is more than twice what it is in 
surrounding jurisdictions. Now, the residential rate is $.96, half of 
what the corporate rate is. But you can’t have a corporate property 
tax rate that is twice as much as other regions and think that busi-
nesses are going to act contrary to their own self-interest and move 
into a district with that kind of a tax structure. 

It is not a competitive tax structure. It is a tax structure that 
penalizes businesses for locating and for staying in the District of 
Columbia. If DC is to retain the businesses that are now located 
here and attract new businesses, it has to stop chasing business 
away. 

This will not be done solely through a reduction in Federal taxes 
or a package of economic stimulants like the White House has pro-
posed. It must be done through a fundamental and complete re-
structuring of the District’s own tax rates. 

The Brookings study and all the followup analysis that was con-
ducted by Carol O’Cleireacain provides good recommendations for 
doing that. It proposes eliminating four taxes on businesses, includ-
ing the personal property tax rate, the professional license fee, the 
corporate franchise income tax, and the unincorporated franchise 
income tax. It also recommends changes to other taxes, including 
the real property tax. 

To make up for the resulting shortfall in revenues, the study pro-
poses changing the relationship between DC and the Federal Gov-
ernment, with the District relieved of many of its current functions 
that most cities don’t have to shoulder alone, such as Medicaid and 
welfare. Many of those proposals are currently part of the Clinton 
administration’s recovery package, and I would support those. 

Carol O’Cleireacain’s work has been augmented by Stephen 
Fuller’s work. Steve Fuller is with the Greater Washington Re-
search Center. He has been doing a continuing analysis of the re-
gion. Together they make the strongest argument that changes 
must be made within the District to revitalize the city and to pro-
vide true economic development. 

Those recommendations are promising, and further study and 
discussion of them and of others is required if we are to put the 
District’s economy back on the right track. But we have to have 
more than cosmetic changes or experimental proposals, prized more 
for their novelty than for their practicality. 

With so much local, regional, and national attention now con-
centrated on the District, we have to seize this opportunity to make 
meaningful changes that will ensure the future health of America’s 
Capital City. 

So I appreciate your having this hearing, Mr. Chairman, and I 
know that you don’t disagree with a lot of what I’ve said. I cer-
tainly respect Mr. Horn’s judgment. I wouldn’t be surprised if Mr. 
Horn is not thinking along the same lines. 
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I would hope that we can put a package together that both Ap-
propriations and the authorizing committee, the principal com-
mittee of jurisdiction, knows is going to be a truly constructive and 
long-term, profound improvement to the District of Columbia econ-
omy. 

With that, thanks for letting me participate in this, and thanks 
for all your good work on this. 

[The prepared statement of Hon. James P. Moran follows:]
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Mr. DAVIS. Mr. Moran, thank you very much. Let me just add 
that you were mayor of Alexandria. You have a great appreciation 
for the region and the complexities involved, and you are going to 
make a very substantial contribution as we move forward in the 
next 3 weeks to getting this bill ready to go. 

I appreciate your comments today and agree with a large part of 
them. 

Ms. NORTON. Since the gentleman chose to attack my tax bill. 
Mr. MORAN. You were listening. 
Ms. NORTON. I was trying to give you a pass. 
Mr. DAVIS. Ms. Norton, we’re not having a debate here, but I will 

allow you to certainly respond, briefly, before we hear from Mr. 
Barr. 

Ms. NORTON. I thank you, Mr. Chairman. 
I’m sorry, I didn’t hear most of it. We have a serious problem or 

something that might happen with regard to our supplemental, 
which is my immediate concern. 

I support the President’s plan. Let me say that we’re quite aware 
that people don’t move to Virginia because they prefer to live there. 
We understand that they move out of the District. 

Mr. MORAN. All right. 
Mr. DAVIS. Let me just say, I don’t know who the ‘‘we’’ is. Maybe 

that’s your understanding. 
Ms. NORTON. We are aware that they move out of the District 

because of its service problems and because it has the problems of 
large cities. The purpose of the Federal tax cut is not to lower 
taxes, it’s to give people an incentive for remaining in the District. 

It is, as well, sir, an alternative to the commuter tax that you 
and other Members have unjustly denied the people of the District 
of Columbia, who subsidize your much more affluent constituency 
with our services. So you have your nerve attacking us for trying 
to get what we deserve. We are looking for alternatives. I am cer-
tainly willing to put a commuter tax bill in, because that is cer-
tainly what we deserve. 

We have no representation in the Senate of the United States as 
you do, and we do not have complete representation here. And yet 
the residents of the District of Columbia, sir, are second per capita 
in Federal income taxes. We make no apologies for seeking a reduc-
tion in our income taxes, particularly when four territories which 
have full Home Rule pay no taxes whatsoever. 

We need your help, that is what we need from the region. 
Thank you, Mr. Chairman. 
Mr. DAVIS. Ms. Norton, thank you very much. 
Now we are going to hear from Mr. Barr. 
Let me just add, I think all of us want to work together on these 

issues. We have different ideas as to how to get there. We are going 
to hear the administration’s ideas. Regardless of the fact that the 
administration has a concept, the Federal City Council has a con-
cept, Dr. O’Cleireacain has one, as does Ms. Norton, we’re going to 
sit down and work these issues out. And there is, I think, one goal 
here, that is, the city’s taxes have to be reduced; the regulatory 
burden has to be reduced. 

Mr. Barr, let me ask you to stand. It is the committee’s tradition 
to swear in. If you would just stand and raise your right hand. 
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[Witness sworn.] 
Mr. DAVIS. I would ask unanimous consent that any written 

statement be made part of the permanent record. Please limit your 
oral statements to no more than 5 minutes, then we will get right 
into the questions. 

We appreciate your being here today, and most of all, we appre-
ciate the administration being proactive, and coming up with a 
plan. Anytime you put a plan on the table, somebody’s going to 
have a difference of opinion, but at least we’ve got something to 
work from and we have the engagement of the President of the 
United States. That allows us a lot of possibilities for people to talk 
about these, and that’s what we’re about. 

So thank you for being here. Proceed. 

STATEMENT OF MICHAEL S. BARR, DEPUTY ASSISTANT SEC-
RETARY, COMMUNITY DEVELOPMENT POLICY, U.S. TREAS-
URY 

Mr. BARR. Thank you, Mr. Chairman and distinguished Mem-
bers. 

Thank you for the invitation to discuss the President’s plan to re-
vitalize our Nation’s Capital. I will focus today on one of its key 
elements, how the President’s plan will help spur economic devel-
opment in the District. 

The plan is a first step, not a panacea. The District’s government 
and financial authority will have to continue to do the hard work 
necessary to create a city where streets are safe, where children 
enjoy the quality education they deserve, and where every resident 
has a chance to succeed. 

The plan is also not a bailout. The plan will require the District 
to submit a balanced budget for 1998, and for each year thereafter, 
to continue to comply with the requirements of the financial au-
thority, and to take a number of specific reform steps in each area 
of the President’s plan. 

Last week, the DC City Council and the Mayor took an impor-
tant first step in signing a Memorandum of Understanding with 
the administration, committing the District government to fulfill 
these requirements, including, with respect to economic develop-
ment, a requirement to implement timely and effective zoning, per-
mitting, and licensing processes by the end of the next fiscal year. 

Let me talk briefly about the President’s plan overall. First, the 
President’s plan would take on major financial and managerial re-
sponsibilities that are beyond DC’s current capacity. Second, the 
Federal Government will invest in the city’s transportation infra-
structure. Third, the Federal Government will provide technical ex-
pertise. And fourth, the plan will spur economic development in the 
Nation’s Capital through new Federal tax incentives and a new 
Economic Development Corp. 

I will be focusing the remainder of this testimony on the eco-
nomic development component, but I would emphasize that spur-
ring economic growth in the District is not limited to this compo-
nent of the President’s plan. All of the plan’s elements, taken as 
a whole, will help provide the District with a climate more condu-
cive to economic growth. 
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In-depth assessments of the economic development efforts of the 
District were undertaken by Treasury and OMB, as well as by pri-
vate sector organizations, such as the DC Agenda Project. These 
assessments came to the same conclusion: A key missing link in 
the Capital’s ability to advance economically is a private sector-
driven Economic Development Corp. to bring the city together be-
hind an economic development strategy and to push that strategy 
to completion. 

This Economic Development Corp. would provide a focal point for 
development. Its mission would be to bring together the private 
sector, civic leaders, and government to develop, market, and pro-
mote an economic development strategy for the District; to facili-
tate longer-term and regional approaches to economic growth; to 
help develop major projects to revitalize the capital; and to link the 
District, including its distressed areas, to local and regional growth 
opportunities. 

Under the proposal, the Economic Development Corp. will be 
governed by a nine-member board of directors. The President would 
appoint five board members in consultation with the Congress, of 
which four will be selected from private sector businesses, and one 
will be selected from community-based organizations. The Mayor, 
with the approval of the City Council, will appoint an additional 
member, and there will be three voting ex officio members, one 
each selected by the President, the Mayor, and the City Council. 

This corporation will be run by a CEO and served by a profes-
sional staff. The EDC will be given the authority to spur develop-
ment with Federal tax credits for loans and investments in DC 
businesses, and to issue project revenue bonds, including tax-ex-
empt private activity bonds. Under the plan, Congress would au-
thorize the capitalization of the development corporation, with an 
initial investment of $50 million in fiscal year 1998. 

The EDC will also have a number of other important powers, in-
cluding the power of eminent domain and the ability to seek expe-
dited consideration by the District government of necessary per-
mits, requests for land transfers, and the like. 

Let me spend a few minutes on the Federal tax incentives. The 
President’s plan provides for $250 million in Federal tax incentives 
to encourage business investment in the District and to foster job 
growth for District residents. A DC capital credit and new private 
activity bond would flow through the EDC to businesses. A new DC 
jobs credit and small business expensing would be available di-
rectly to DC businesses. 

Taken together, these Federal incentives are designed to spur job 
creation and economic growth across the full range of sectors, from 
retail to biomedical, and across the full range of jobs, from entry 
level to high tech jobs. Prudently used, these tax incentives could 
leverage over $1 billion in private sector investment in DC busi-
nesses. 

Let me also say that we are very encouraged that Speaker Ging-
rich and Senate Majority Leader Lott have agreed to seek to in-
clude in balanced budget legislation the administration’s proposals 
for tax incentives designed to spur economic growth in DC. 

Let me tell you a little bit more detail about each of these four 
incentives: The DC capital credit. Under the plan, the EDC would 
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be authorized to allocate $95 million in Federal tax credits for in-
vestors in or lenders to DC businesses; these tax credits would be 
worth up to 25 percent of the amount invested or loaned. This in-
centive would be available for businesses located throughout the 
District. 

Private activity bonds. The plan provides for the development 
corporation to issue a new category of tax-exempt, private activity 
bonds to finance commercial and retail development projects in 
areas of the District with poverty rates of 15 percent or more. Some 
45 percent of the District’s population and 37 percent of its land 
area are included in such areas. 

Third, a DC jobs tax credit. The plan provides for a DC jobs cred-
it, a 40 percent tax credit on the first $10,000 of eligible wages in 
the first year of employment. The credit would be available to busi-
nesses that hire DC residents earning up to $28,500 a year, who 
live in the census tracts I have described, in areas with 15 percent 
poverty or greater. 

Over the next 5 years, 78,000 workers could be expected to ben-
efit from higher wages or new jobs because of this DC jobs credit. 
It will help create jobs for DC residents, increase the tax base, re-
duce dependency on public assistance, and lower the costs of labor 
to the full range of DC firms. 

Finally, additional small business expensing will be made avail-
able. These tax deductions will be able to encourage the creation 
or expansion of small businesses in economically distressed neigh-
borhoods of the District. 

Mr. Chairman, that concludes my description of the economic de-
velopment component of the President’s plan. I would be happy to 
take any questions you might have. 

[The prepared statement of Mr. Barr follows:]
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Mr. DAVIS. Mr. Barr, thank you. Thank you very much. 
I’m going to start the questioning with my colleague from Cali-

fornia, Mr. Horn. 
Mr. HORN. Thank you, Mr. Chairman. 
I mentioned in my opening remarks the problems of zoning. 

Would the jurisdiction of this corporation intrude in any way on as-
suring that the great vistas of this Capital and the great historic 
buildings are not intruded upon by a developer that wants to make 
a fast buck and suddenly build a 100-story tower here, or some-
thing? How are we handling that? 

Mr. BARR. Under the proposal, Mr. Horn, the existing mecha-
nisms for zoning and for dealing with historic preservation are kept 
intact. There’s a provision that permits the corporation to seek ex-
pedited review, but that does not change any of the substantive 
standards. 

Mr. HORN. I’ll tell you what worries me. I saw what happened 
at L’Enfant Plaza. They had the beautiful HUD building there, and 
suddenly everything else is crammed around it. And it does block 
access and views of the Capitol from the Virginia side, depending 
on where you are. And it just seems to me we don’t need fast buck 
artists wrecking the historic nature of this city. 

Mr. BARR. I would fully agree. 
Mr. HORN. So I hope we have an absolute veto on some of that, 

if they get out of hand. 
Mr. BARR. The existing mechanisms would all remain in place. 
Mr. HORN. Well, apparently it didn’t work at L’Enfant Plaza, and 

I worry about that, and we’ll pursue that more later. 
I think one of the key questions here is, would it be useful and 

appropriate for the EDC to take over the economic development op-
erations of the District’s government and the RLA? And the point 
is, obviously, that the District’s efforts have not succeeded, and con-
sideration should therefore be given to at least including them in 
the EDC. 

It seems to me you would get more bang for the buck by com-
bining these operations or getting rid of the other operations. You 
certainly don’t want these agencies competing with each other and 
not cooperating. So let’s have your thinking in that area. 

Mr. BARR. Our thinking is, we did take a look at existing devel-
opment organizations in the course of coming up with a plan for 
the Economic Development Corp. What we found is that, in most 
areas of the country where Economic Development Corp.’s are suc-
cessful, there’s a division of labor between that entity and other en-
tities operating in the area. We would expect a similar type of divi-
sion of labor in this instance. 

I think the development corporation is going to have a lot on its 
hands as it begins to perform its five core missions. So one might 
be cautious about giving it other duties, as well. 

Mr. HORN. I happened to, in a past incarnation, be one of the 
several founders of the Long Beach, CA, Economic Development 
Corp. What we ran into with that corporation—and, granted, this 
is much more of a government one than that one was—was that 
we were sued right and left by people that didn’t want us to 
change, run over, clean up what was, in essence, a slum landlord 
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situation, where small, little firms did exist and violated every sin-
gle city zoning code I could think of. 

And we were tied up in court forever. And finally, we folded the 
whole works into the city government. Unfortunately, the city 
agreed that they wouldn’t do anything by eminent domain; they 
would simply wait them out. Well, that could take 80 years in some 
of those. When you look at what has not even been turned around 
since the riots of the late 1960’s, you can see some of the problems 
that are here, obviously, under our nose. 

How do you suggest we deal with that? 
Mr. BARR. I think that you are correct, that is an important area 

of concern. The way that that is treated in the proposal is that 
there are limitations on the time in which suit may be brought 
against this entity, which is somewhat of a check against the kind 
of problems you have described. 

Mr. HORN. So you are saying it is not a complete ‘‘Tort Lawyers 
Relief Act of 1997.’’

Mr. BARR. I do not believe so, sir, no. 
Mr. HORN. It seems to me we have to think through just how 

much do we permit that kind of nonsense from going on, where 
they are trying to blackmail the city, blackmail the people, and all 
the rest of it. So I think we need to ask a few more questions on 
that. 

Thank you, Mr. Chairman. Those are my main concerns. 
Mr. DAVIS. Thank you. 
I now recognize our ranking member, Ms. Norton. 
Ms. NORTON. Thank you, Mr. Chairman. 
When the administration released its document, March 11, in-

cluded in the package along with all the other items was a one-
time, $50-million investment. We looked at the recently signed 
MOU, and this language is found there: ‘‘The administration will 
seek an authorization of appropriations in fiscal year 1998 to carry 
out economic development in the District of Columbia.’’

Why is there no mention of the $50-million investment which 
was supposed to already be in the package? Is it in the package? 
Is the $50 million in the package or not? 

Mr. BARR. Yes, it is. 
Ms. NORTON. What is the authorization about? That means when 

the package is authorized, it ought to be authorized? 
Mr. BARR. That’s correct. I don’t have the precise MOU language 

in front of me, but in the legislative bill that we would propose, 
there is a $50-million authorization for the development corpora-
tion in fiscal year 1998. And that is what we would be seeking. 

Ms. NORTON. Now, the major part of this package consists of tax 
credits. Virtually all of it is tax credits, $250 million. 

Mr. BARR. Right. 
Ms. NORTON. The experience of the District in the use of tax 

credits has produced only limited results. And that’s kind. That’s 
a kind way to state what has happened. How does what you are 
offering differ, and why do you believe it will produce better results 
than has been the case with such tax credits in the past, in the 
city? 

Mr. BARR. We believe that there are two main reasons. One is 
that the tax credits that we have developed are part of a broader 
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plan to revitalize the District. I think the evidence is that tax cred-
its, on their own, without a broader plan around them, are usually 
not enough. And the broader plan is really one reason why we are 
more confident in that. 

The second is that, in developing these incentives, we’ve really 
tried to learn the lessons of other tax incentives, both at the Fed-
eral level and at the State and local level around the country, that 
have been used. And the DC capital credit that we have proposed 
is a quite flexible tool that we think we will be able to use much 
more rapidly, for instance, than bond financing generally is. And 
the labor incentive really builds on the lessons learned from prior 
incentives and from the work opportunity tax credit. 

Ms. NORTON. The District got the least favored treatment from 
the administration when it came forward with its empowerment 
zones. I think we were 1 of 66 things called ‘‘enterprise commu-
nities,’’ which was consolation prizes to people who essentially got 
no money, like Baltimore and Detroit, who got $100 million. 

I wish you would compare what was in the empowerment zone, 
what our neighboring city, Baltimore, what Detroit, what a number 
of other cities got, I wish you would compare the elements of those 
empowerment zone packages to this package. 

Mr. BARR. The incentives that are on the table in this package 
are quite robust. I would have to go city by city to compare how 
they are used, because there is flexibility in the empowerment zone 
situation. But here $250 million in tax incentives and $50 million 
in grants are put on the table for the city. Depending on how those 
are used, those would be significant leverage in comparison with 
similar tax incentives offered in the empowerment zone program. 

Ms. NORTON. My question was to compare them. 
Mr. BARR. Under the empowerment zone proposal, there is a tax-

exempt bond finance provision, with certain limitations on the use 
of tax-exempt bond financing that are not present here. So in the 
bond finance area, this is a more flexible package. 

In the area of wage incentives, the empowerment zone wage in-
centives are available not just for hiring but for existing jobs. This, 
in the DC context, is a hiring incentive. In the empowerment zone 
context, that wage incentive is limited to a small area, whereas 
here it covers 37 percent of the District. 

The additional allocated tax credit for capital investment is not 
available in the empowerment zones but is available in the Dis-
trict. 

Ms. NORTON. Mr. Barr, just let me say, I want to say once again 
how well thought out I think the administration’s plan was. And 
I say that as someone who has some clear disagreements with sec-
tions of it. But I do want to say for the record that the District 
didn’t expect anything like the President’s plan. 

And for all of the fuss that was heard, which kind of megaphoned 
some of the problems that all of us had with it—and I must say, 
not to the great benefit of our being able to get it through here—
the fact is, the District did not expect an empowerment zone, and 
I’m not sure the District expected much beyond trying to do some-
thing with pensions. 

Not that that would have begun to do it, but the fact is that what 
the administration deserves credit for is trying to think through 
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ahead of time what it would take, comprehensively, for a total re-
vival of the District. 

It’s the only thing that I have seen from the District or from the 
Congress that is truly visionary, that says, what would you need? 
And then they go through the big ones: Medicaid, no city can pay 
that. Pensions, ours not theirs, can’t possibly revive without that. 
Prisons, no city would be left standing. Those were on the wish list. 
And then, of course, there are four or five other elements of this 
plan. 

I do not know that all of the elements of this plan will survive, 
very frankly, particularly since we are pressing, as well, for the 
Federal payment. I do know this, there is no free lunch up here. 
The District may get some Federal payment, but we’re going to 
have a hard time piling on, as we would like to. And the kind of 
criticism you heard from Mr. Moran, much of which was valid, you 
will find all across the Congress. 

The Economic Development Corp. was perhaps the least ex-
pected. It is a very creative, good way to try to move the District. 
We have problems with it, because it does not have, even as the 
Council has been able to move the numbers forward, a majority of 
appointments from DC. 

I have to tell you that I do not know what the fate of the Eco-
nomic Development Corp. is over here. It has been subject to a lot 
of criticism in the House and in the Senate, even though these cor-
porations generally enjoy support from Republicans and Democrats. 
I do not know what the fate is. I do not know whether this is the 
highest and best use for economic development in the District. 

Now, I do know that, if it done right, at least over a period of 
years you would begin to see some improvement. And the reason 
I think it has particular potential is because the private sector has 
already begun to do what is necessary. They are the leaders. And 
when you have an Economic Development Corp. coming in behind 
a private sector willing to take its own risks, it seems to me you 
do have something going for you. 

So I’m going to certainly try my best, not only because I think 
it is a good idea, but because, for all of the whipping that the ad-
ministration took over something that had almost nothing to do 
with this bill—which is, was the District prepared to do what it’s 
supposed to do, essentially—for all it took, the fact is that the bill 
does look at every part of the District where there is weakness, sits 
down and tries to figure it out. 

It does not always come up with something all of us can agree 
upon, but I really want to commend the approach that the adminis-
tration took, the big picture, then saying, what is doable, what can 
pass, what can we do to buttress what can pass, which is what the 
MOU is about. It wasn’t supposed to start a big fight. It was simply 
to wave a piece of paper at the bulls up here and say, that’s all 
right, we’ve got something. 

The approach is to be commended, and I hope you all will forgive 
me and the chairman as we go at parts of this plan which we think 
must be revised. And I hope that we will see the kind of flexibility, 
on the part of the administration, that we saw when we began. 

The rigidity that got built in when you were negotiating with the 
Council was very unfortunate. Some of what they did is what elect-
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ed officials do. The response of the administration to suddenly be-
come very inflexible did harm to the bill up here, got people who 
wouldn’t have been for us anyway, being more against us. 

So I hope that the kind of flexibility that you all have always 
showed, except for that period, and the visionary way you have ap-
proached this, and the very pragmatic approach that is also built 
into the way you have gone at this, and all of that, will come again 
on the table, so that we can get this through in short order. We 
recognize that the time is passing very quickly. 

Mr. DAVIS. Thank you. The gentlelady’s time has expired. 
Let me just ask a few questions. Mr. Barr, this is a philosophical 

question: If you are going to use money for breaks in taxation for 
the city, it looks like the administration’s proposal is—you’ve got 
an Economic Development Corp—we’re going to use these and 
sprinkle these to certain companies that meet a certain criteria. 

Aren’t you better off reducing the regulatory burden on every-
body, tax and regulatory burden on everybody, and letting the mar-
ket pick winners and losers, as opposed to letting Government pick 
winners and losers, which is basically what you’re doing when you 
allow one group to get a tax break and maybe another group that’s 
here won’t qualify? 

Mr. BARR. That’s an excellent question. I think our belief is that 
the private sector is the engine of growth in any community. 

Yes, it’s important to reduce regulatory and other burdens. What 
we really tried to focus on was, what additional targeted tools could 
the Federal Government bring to the table to address particular as-
pects of economic development that were necessary for the District, 
that were missing in the District, and to focus on, for example, 
parts of the labor market that do not function as well. The low end 
of the labor market is much less efficient right now than the other 
end of the labor market. 

So we really believed, given the limited resources available, that 
we should focus in a targeted way on the additional elements that 
the Federal Government could bring to the table. The other ele-
ments, I think you’re right, the DC government really needs to look 
at its current regulatory and tax structures. 

Mr. DAVIS. Do you agree that those structures need to be re-
duced, in addition to what you are providing? 

Mr. BARR. I agree that the District should take a careful look at 
its existing regulatory and tax structures. We would be happy to 
provide any technical assistance to you or to them in doing so. 

Mr. DAVIS. I mean, it seems evident to me, in talking to people 
who do and used to do business in the city, that it’s expensive to 
do business in the District. Rents and parking are higher. When 
you add to that a tax and regulatory burden in the city that you 
don’t find in surrounding areas, you have to ask why would any-
body want to be in the city. 

If you can bring those tax and regulatory burdens down, it 
makes it a little more palatable for everybody. Then you could fash-
ion special tax breaks, as Maryland and Virginia employ. I’m not 
a great fan of them but everybody’s doing it, so it’s the kind of 
issue where to stay competitive tax breaks become bidding wars for 
individual industries. 
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So I think I want to look at it in that vein. Unless you reduce 
the tax and regulatory burden for everybody across the board, I 
think that the sprinkling of these special benefits to a given com-
pany are just not going to be as successful as they might in com-
bination with bringing taxes and regulatory burdens down. We will 
be working with you as we draft this, to try to allow the city’s tax 
base to expand. 

What about the residential tax base? What’s the vision for hav-
ing that expand at this point? Ms. Norton’s bill at least focuses on 
the fact that it’s a high tax burden for residents. You can argue, 
well, it’s a city; the Federal tax burden is even across the lot, and 
the city has an artificially high burden. 

But coupled with poor service levels, that high tax burden helps 
to move the middle class out of the city. This proposal doesn’t real-
ly address the residential component, except in trying to focus on 
service levels by relieving the city of some services they are cur-
rently providing, which would free up funds to others. Is that fair? 

Mr. BARR. Representative Davis, I think you have the last point 
exactly on, which is that the plan really does try and improve the 
District government’s ability to provide the basic services that will 
make the city attractive for the middle class. The city needs to im-
prove its provision of public services, improve public safety, better 
the schools. And I think, until it does that, the middle class will 
continue to leave. 

Mr. DAVIS. I really appreciate the administration coming up with 
a plan, and having the guts to put it on the table. I mean, people 
have been talking about these things for years in a theoretical 
sense. A lot of pieces make a lot of sense. 

I think we want to add some value to that along the lines I’ve 
talked about and Mr. Moran has talked about, Ms. Norton, Mr. 
Horn, and others. But we look forward to the dialog and working 
with you and just appreciate the attitude that we’re getting from 
the President in addressing these issues. Hopefully, in short order, 
we can move this at least through the House, and move on from 
there. 

I am going to now yield—we have three other panels—to my 
friend from Virginia, Mr. Moran. 

Mr. MORAN. Thank you very much, friend and chairman. 
First of all, let me make—I am not surprised. I am very glad to 

see that we are thinking exactly along the same lines here. It will 
help to have both authorizing and appropriations thinking in the 
same direction. 

Mr. Horn, let me make a comment about the very important 
point that you made with regard to zoning. All of us want to pro-
tect both the visual clearance of all of our national monuments and 
the physical, immediate surroundings of them, as well. 

But, you know, we don’t do that to any other city. And if we’re 
going to do it to DC, then we’ve got to somehow compensate them 
for that kind of additional aesthetic imposition upon their economic 
development capacity. Again, this is another point that can be 
raised legitimately in justifying a Federal payment. 

I should mention, though, that it is not the private developers 
who are trying to make a killing off a high-rise building that make 
some parts of the District look like schlock, it’s the Federal Govern-
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ment. If we want to find the problem, we can look right in the mir-
ror, in the larger sense. I don’t mean you. 

But, I mean, GSA has built some of the schlockiest looking build-
ings that most private developers never would have thought of. 
When you look at DOT and HUD, and you go down Independence 
Avenue, that stuff is junk. The developers and the architects, par-
ticularly, ought to be ashamed of themselves. Then you see some 
of the beautiful buildings. 

Mr. DAVIS. Why don’t you tell it the way it is here. 
Mr. MORAN. I’m going to try. It’s a shame. You know, when you 

look at what the Federal Government is capable of doing, the Old 
Executive Office Building, and there are a few buildings that are 
just gorgeous, but recently, in the last 30, 35 years, everything they 
put up is just so mundane and uncreative. There are some excep-
tions. 

I feel very strongly, Mr. Barr, as does Mr. Davis and Ms. Norton, 
and I know Mr. Horn, as well, that the White House deserves a lot 
of credit. 

Mr. BARR. Thank you. 
Mr. MORAN. You gave us a good plan, and you led with it. You 

know, you showed some leadership. That’s terrific. But it is inad-
equate. If we want to do it right, we’re going to have to do more 
than that, more than the Economic Development Corp., more than 
taking over a number of obvious functions that are State-oriented. 

We can’t expect any municipality, particularly a municipality like 
DC that has lost so much of its tax base, to maintain not only the 
local share but the State share of Medicaid, AFDC, and the like. 
Medicaid, we may even want to think about the rate that New 
York State provides, which, combined with the Federal payment, is 
75 percent. 

Given those State functions, which we agree on, given the Eco-
nomic Development Corp. initiatives, which, for the most part, I 
think we agree on, although some of them are more geared toward 
a city with very little growth capacity, so that you’re trying to sub-
sidize employment, and so on, I’m not sure—this is what Mr. Davis 
was saying—that we really need to do that. 

If we bring in the businesses, we don’t need to pick and choose 
which businesses. They will provide the jobs. And if we bring in the 
right businesses, we don’t need to supplement them with $4,000 
per employee, as long as those employees have a basic education 
and some skills with them. 

But in addition to that, we’re not going to be able to drop the 
Federal payment, I don’t think. I think we’re going to have to have 
a Federal payment that is exactly in lieu of taxes, which comes to 
about $382 million today, and it would go up with the increased 
value of property. 

And we have to reform these local taxes and fee structures that 
are mitigating so strongly against local economic development 
within the District. If you pull in a number of the employers that 
Tom and I represent and ask them, why wouldn’t you move to the 
District, they might at first say, well, it’s so obvious. 

But then you pin them down, and they will start talking about 
a commercial property tax rate that is more than twice what it is 
in Virginia, $2.15; ours is about $1.07. So it’s exactly twice. Your 
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residential base is 96 cents. We don’t split the residential from the 
commercial base. They are going to talk about these workmen’s 
comp. laws that are unbelievable, to think you have to pay three 
times as much for workmen’s comp. That kind of thing has to be 
reformed. 

One of the things they are going to say is, the labor structure is 
impossible to work with in some of these industries. That’s going 
to have to be addressed. It’s vastly different in the suburbs, obvi-
ously. They are going to talk about some of the fees and permits 
and the responsiveness of the Government to even getting those 
fees and permits. A whole long list of things. 

Those are things I think are the first things they are going to 
talk about. I never hear them talking about, well, you know, if I 
could get a $4,000 rebate on my low-income employees, that would 
convince me to move to the District. It might convince a few con-
struction firms. I doubt it. They don’t mention any of the subsidies, 
the incentives that you’re talking about. They mention basic, pro-
found, structural problems. So I think we need to look at those in 
addition to what you have suggested. 

What you have suggested is kind of the traditional Government 
response, to subsidize lower income workers. Well, I won’t argue 
whether it’s traditional government, but I think, in many ways, it’s 
assuming that we’re starting from a pretty low base here and 
somehow we’ve got to subsidize businesses for coming into the Dis-
trict. 

I’m not sure we need to subsidize businesses. I think we just 
need to create an equal playing field with the suburbs in order to 
entice them, and particularly to entice the businesses that are 
growing, that have high profit margins, that are employing those 
50,000 unfilled jobs that you can see in the classified pages every 
single Sunday, 19,000 high-tech jobs. 

Those are the jobs that are growing. Those are the jobs that will 
pick it up and carry the economic ball without the need for any 
subsidies. I’m not sure that this directly addresses that. 

I thank the chairman. I’ve used up my time. I thank him for giv-
ing me the time. 

Mr. DAVIS. Thank you, Mr. Moran. 
Mrs. Morella, do you want to ask any questions? 
Mrs. MORELLA. No. 
Mr. DAVIS. Mr. Barr, thank you for being here. We will have 

some followup questions we might want to send you on a written 
basis, but more importantly, we just look forward to sitting with 
you across the table as we try to construct something that will 
work for the city. 

You have heard a wide variety of views here, and I’m not sure 
that any of us are disagreeing with anybody’s views. It’s a question 
of how do we best use them with limited priorities and tax incen-
tives? We’re going to have to sit down and try to hopefully come 
up with something that works. 

We appreciate, again, your being here today, your testimony, and 
look forward to working with you. Thank you. 

Mr. BARR. Thank you very much, Mr. Chairman. 
Mr. DAVIS. I call our next witness, Mr. Kenneth Kies, the staff 

director of the Joint Committee on Taxation. 
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Ken, as you know, it’s the policy of this committee that all wit-
nesses be sworn before they testify. Would you just raise your right 
hand with me? 

[Witness sworn.] 
Mr. DAVIS. Thank you very much. You may be seated. 
The subcommittee will carefully review any written statements 

you care to submit, and I ask unanimous consent that any such 
statement be made part of the permanent record. 

As I requested of the previous witness, I would ask you to limit 
your oral testimony to 5 minutes so that we may have sufficient 
time for questions and subsequent panels. 

Thank you. 

STATEMENT OF KENNETH KIES, STAFF DIRECTOR, JOINT 
COMMITTEE ON TAXATION 

Mr. KIES. Thank you, Mr. Chairman. 
My name is Ken Kies. I’m the chief of staff of the Joint Com-

mittee. It is my pleasure to present the testimony of the Joint Com-
mittee at this hearing, concerning the administration’s proposals 
for the District of Columbia. 

The administration has proposed a package of tax and nontax 
initiatives to revitalize the District’s economy. I will briefly describe 
the administration’s proposals, which your prior witness already 
summarized. 

The first proposal would establish a new District of Columbia 
Economic Development Corp. to develop and oversee a comprehen-
sive economic development strategy for the District. 

Second, the proposal would provide four new tax incentives for 
businesses conducting business activities in the District: a new em-
ployment credit; extension of the proposed ‘‘welfare-to-work’’ credit; 
additional expensing under section 179 and expanded tax-exempt 
development bonds; and finally, tax credits for certain equity in-
vestment in or loans to District of Columbia businesses. 

It is acknowledged that the District faces two key problems: resi-
dents migrating from the District and insufficient economic devel-
opment activity. The administration’s proposals directly address 
the second of these problems but would not have a direct effect on 
stemming migration of District residents. 

In any event, the efficacy of tax incentives to address one or both 
problems is severely limited, absent fundamental structural reform 
of the District’s government and economy. Many of these issues 
would be addressed by other aspects of the administration’s pro-
posals. 

Let me just address some of the compliance and administrative 
issues that will be raised by the proposed tax incentives. These 
issues arise primarily because of slightly differing residency and 
work location tests applied to determine a taxpayer’s eligibility for 
each tax incentive. 

For example, for an employer to claim the proposed employment 
credit with respect to an employee, three tests must be satisfied: 
the residence test, the work location test, and an income test. To 
satisfy the residence test, the employee must live in the District 
throughout the entire first year of employment. If the employee 
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moves out of the District at any point during the year, they become 
ineligible for the entire credit. 

To satisfy the income test, the employee must either be a mem-
ber of a targeted group for purposes of the work opportunity tax 
credit, or the employee must live in a census tract in the District 
that has a poverty rate of 15 percent or more, and reasonably ex-
pect to be paid less than $28,500 for the year. 

Finally, to satisfy the work location test, substantially all the 
services provided by the employee must be in the District, or the 
employer’s principal place of business must be located in the Dis-
trict. 

Each of these tests requires extensive recordkeeping and 
verification procedures throughout the period the credit is earned. 
The difficulties inherent in collecting and maintaining necessary 
information to ascertain credit eligibility mean that there is a high 
probability of noncompliance, intentional as well as unintentional. 

Similar complexity in compliance issues arise with respect to 
each of the other proposed tax incentives, all of which incorporate 
slightly different requirements with respect to employee residency 
or the location of business activities. 

In addition, because the complex eligibility tests are not based on 
one-time determinations, but rather must be satisfied on a year-
long basis, business owners would have to speculate at the time of 
employment or when an investment decision is made as to whether 
they would be able to claim the special tax incentives at the end 
of the year. Thus, the incentive effect of the proposals would be 
limited. 

My written testimony does raise one constitutional issue which 
the committee and the Congress will have to consider as they act 
on this legislation. It specifically relates to the uniformity clause. 
In particular, as this legislation is developed, a more detailed 
record as to the basis for the classifications chosen would be highly 
recommended in order to avoid a potential uniformity clause prob-
lem. 

Finally, the staff of the Joint Committee estimates that the pro-
posals would reduce Federal budget receipts by just over $300 mil-
lion in the 10-year budget period from fiscal 1998 to fiscal year 
2007. The proposed tax incentives attempt to encourage the startup 
and retention of business in the District and the hiring of lower in-
come District residents. 

In general, the proposed incentives are sufficiently modest in 
scope so that it is not anticipated that they will result in any major 
increase in the growth of the economy of the District metropolitan 
area as a whole. However, concentrated allocation of the capital in-
centives by the Economic Development Corp. could result in signifi-
cant revitalization of targeted areas within the District. 

In addition, the removal of current obstacles that inhibit the Dis-
trict’s ability to issue debt and the creation of a new category of 
private activity bonds should enable the District to make substan-
tial use of its private activity bond volume cap within 4 or 5 years. 
These private activity bonds will provide a cheaper source of funds 
for both startup businesses and business expansions within the 
District, as will the startup capital generated by the tax credits. 
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Finally, the revenue estimate also assumes that there is likely to 
be some confusion about the exact boundaries of eligible areas and 
the residency of particular employees that will result in some ineli-
gible businesses claiming the expensing and or wage credits. 

The issues I have touched on this morning are discussed in more 
detail in my written testimony. I will be happy to answer any ques-
tions that you have, Mr. Chairman, or members of the committee. 

[The prepared statement of Mr. Kies follows:]
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Mr. DAVIS. Ken, thank you very much. 
What has been the experience with enterprise zones, in your 

judgment, around the country? Are they showing more success? I 
mean, a couple of years ago, I looked at it, when I was head of the 
county government in Fairfax, and really there was very limited 
success because, generally, the areas that were targeted had so 
many other problems that tax incentives alone couldn’t make up, 
if you will, the investment deficit that would cause people to put 
private capital into them. 

Mr. KIES. Mr. Chairman, the recent experience with the em-
powerment zones, which provide the most significant tax benefits, 
and in particular the key tax benefit that is provided in the case 
of empowerment zones is a permanent wage credit that goes to all 
employees located within the empowerment zone—and it does not 
only go to the first year of wages, but rather it applies to each year 
that the business employs people within the empowerment zone 
area—has proven, at least in recent experience, to be rather effec-
tive at getting new investment. 

For example, in the city of Detroit, in the empowerment zone cre-
ated there, Chrysler chose to build a plant in that empowerment 
zone, and that decision was largely a consequence of the wage cred-
it. 

Mr. DAVIS. A wage credit, basically, to a company means you’re 
paying less dollars in wages than you would have to pay otherwise. 

Mr. KIES. That’s exactly correct. And the distinction between the 
wage credit in the empowerment zone proposals versus the one in 
the proposal of the administration for the District is that that wage 
credit applies each year, to each employee, as compared to the Dis-
trict proposal, which would only apply to an employee for the first 
year of employment. And that’s a significant distinction. 

Mr. DAVIS. When you’re making a long-term capital investment, 
it doesn’t really help. 

Mr. KIES. Exactly. 
Mr. DAVIS. I appreciate it. Let me ask you this: For the amount 

of money that is called for in the administration’s package for eco-
nomic development, do you think there are better ways—and I 
gather from your testimony that you think it can be done more effi-
ciently and that there is a way you can get more economic bang 
for the dollar. 

Mr. KIES. Well, Mr. Chairman, I would say that the $95 million 
of credits that the development corporation will have the ability to 
distribute, those credits, assuming that the development corpora-
tion exercises good judgment in how those are allocated, could 
produce some fairly significant results, because they could be tar-
geted and given to entities that are going to put other capital in. 

So that probably offers the greatest potential for a good return, 
in terms of the tax dollars invested. 

Mr. DAVIS. But the key is, how is that allocated; is it done on 
a favored basis? 

Mr. KIES. The Economic Development Corp. has a series of cri-
teria that they are supposed to take into account in exercising that 
judgment. 

The wage credit is the one that we probably would identify as 
raising probably some serious problems, in terms of its efficacy, be-
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cause of the fact that, for example, it’s only for 1 year, but in addi-
tion, the employer, when they hire the individuals, will not know 
whether any of the wages paid will qualify for the credit until the 
entire first year of employment is completed. 

Mr. DAVIS. So how would you make a decision? 
Mr. KIES. That’s the problem. Because if the individual violates 

the residency test at any time during the year, they lose the entire 
credit. That’s, I think, a problem that really needs to be looked at 
carefully. 

Mr. DAVIS. Have you looked at the Southeast Federal Center or 
the area around the Navy Yard at all? Are you familiar with that 
at all? 

Mr. KIES. I’m familiar, generally, with the area. 
Mr. DAVIS. It would seem to me, with the additional govern-

mental expenditure that will be going there, with new offices and 
so on, that some creative urban planners could look at that and 
provide appropriate incentives, to make that attractive. It seems to 
me, if there was ever the opportunity for an empowerment zone to 
work, it’s right there where you have a critical mass to begin with. 
Any thoughts on that? 

Mr. KIES. Well, that’s certainly correct, Mr. Chairman. The Eco-
nomic Development Corp., in choosing how to allocate its tax cred-
its, should probably take those kinds of criteria into account. The 
probability of success is certainly going to be related to what is al-
ready there, in terms of the investments that they help to 
incentivize through how they hand out the tax credits. 

Mr. DAVIS. Finally, on a philosophical basis, are you better off 
with empowerment zones, or are you just better off essentially 
picking areas, picking business winners and losers ahead of time 
by who qualifies for a special tax credit; in other words, Govern-
ment picking winners? 

Or are you better off letting the marketplace pick them and 
using those dollars to lower the economic, tax, and regulatory bur-
den for everybody? 

Mr. KIES. Mr. Chairman, I think you have correctly identified it 
as a philosophical question on which there is great debate. The 
tradeoffs are that the more targeted the delivery of the incentive, 
the greater the ability to try and pick the projects that have the 
greatest probability of success. On the other hand, that is picking 
winners and losers. 

Mr. DAVIS. It’s also assuming that Government somehow knows 
more than the marketplace in picking those, and the track record 
is very mixed on that, I would submit. 

Mr. KIES. That is clearly one of the concerns that people try and 
wrestle with in choosing which of these two directions to go in. 

Mr. DAVIS. I understand. And I think there is merit on both 
sides. With the economy in this region as complex as it is, govern-
ment-driven in some cases, building and development-driven in 
others, technology-driven, and telecommunications-driven, particu-
larly in the suburbs, where the city’s niche is with its employment 
base, it’s more complex. What the tourism business can bring, 
international business; what is the mix? What is the city’s role in 
that? 
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There is, I think, an honest debate over what is the best way to 
go. I have studied this and talked to experts. If we bring down the 
regulatory burden, allowing the market to pick that, sometimes we 
learn things that we wouldn’t know just trying to analyze the data. 

Mr. KIES. Mr. Chairman, I would just say that one of the points 
we made in our written testimony is that these tax incentives 
alone, on their own, would probably not do much, that it has to 
really be part of a much bigger picture, including many of the 
things the administration already has in their proposal. I think the 
regulatory burden is a very significant component of that. 

Mr. DAVIS. Well, thank you. I would just say, as with Mr. Barr, 
we look forward to working with you. We appreciate your being 
here. I know of the Speaker’s interest. I know of Chairman Archer’s 
interest in this. We know that there is a reservation in the budget 
agreement for some tax incentives. We just want to make sure 
since these are taxpayer dollars, essentially, and it has an impact 
on the budget that we’re getting the most bang for the dollar that 
we can for it. 

Thank you very much. 
I now recognize my vice chairman of this subcommittee, Mrs. 

Morella. 
Mrs. MORELLA. Thank you. 
Thank you for your analysis, too. I may want to get back to you 

at some point later, after I digest more of the ramifications with 
regard to questioning. 

One of the serious disincentives that appears in the District of 
Columbia to business is the regulatory nightmare that has been 
put in place over the last 20 years, and the fact that many of the 
personnel in these agencies appear to be undertrained or simply 
not qualified for the job in some way. 

I just wonder, do you see a role for Congress in trying to remedy 
both the regulatory nightmare and to make sure that there is 
training which brings about efficiency and streamlining? 

Mr. KIES. Well, as I understand part of the overall project to do 
a complete revitalization project for the District, one of the areas 
that will be focused on is how do these regulatory burdens get 
eased so businesses can more efficiently operate in the District. 

I would think that, particularly your committee, as you would 
put together your overall plan, that’s a key area that Congress 
ought to try and see what can be done to try and ease that, because 
that apparently is a substantial concern of businesses trying to 
come into the District. 

Mrs. MORELLA. Would it be considered micromanaging if we 
looked at, like, performance measures or standards? Is that the 
role of Congress, as you see it, in terms of bringing about this de-
sirable result? 

Mr. KIES. Well, I mean, I think those are the kinds of tradeoffs 
you’re going to have to think about. The bottom line is that I think 
you’re going to want to ensure as much regulatory flexibility as 
possible so businesses have a better environment. 

Mrs. MORELLA. At any rate, even though you say this is not real-
ly your jurisdiction, you do see this as a major problem? 

Mr. KIES. I see it as a major problem, because tax incentives 
won’t work if there are these regulatory burdens. 
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Mrs. MORELLA. Absolutely. Absolutely. And if we’re not using 
people power, you know, adequately. 

You had a brief discussion about the enterprise zone and the 
EDC. The enterprise zone is something that is spotty. I mean, an 
area is chosen for that. The EDC would cover everything and would 
set up a board for that. 

Mr. KIES. Correct. And that’s why the EDC perhaps offers the 
greatest potential for producing some significant economic develop-
ment in the District, because they do have the flexibility as to how 
they use these tax credits. 

And one of the requirements is that, for every dollar of tax credit 
that is provided to an investor in the District, there has to be a 
substantial amount of money also being put up by the investor. So 
it has a multiple effect to it, in terms of the potential for economic 
investment, almost as much as $400 million worth that could occur 
through the use of these credits. 

Mrs. MORELLA. From your point of view and perspective, and as 
an expert, do you think that these tax benefits in the President’s 
plan can enhance the District’s competitive position in retaining 
and attracting jobs across the economic spectrum? 

Mr. KIES. I think we believe that the credits that the develop-
ment corporation has offer a good potential there. I think the wage 
credit has some significant problems associated with it because of 
its temporary nature and some of the complexities associated with 
qualifying for it. So I think that’s an area where the Congress is 
going to want to look carefully in maybe trying to shape that, if 
that’s going to be part of the tax package that is provided to the 
District. 

Mrs. MORELLA. I want to thank you very much, Mr. Kies. 
Thank you, Mr. Chairman. I yield back. 
Mr. DAVIS. Mr. Kies, thank you very much. We look forward to 

working with you. 
Mr. KIES. Thank you, Mr. Chairman. 
Mr. DAVIS. I now call our next panel which will consist of Mayor 

Marion Barry, Council Chair Pro Tem Linda Cropp, and 
Councilmember Charlene Drew Jarvis. 

As you know, it’s the policy of the committee that all witnesses 
be sworn before they may testify. 

Linda, congratulations on your new position. 
Charlene, good to have you back again. 
If you would all just join with me and raise your right hands. 
[Witnesses sworn.] 
Mr. DAVIS. I am going to ask unanimous consent that any writ-

ten statements be made part of the permanent record. As I have 
requested of the previous witnesses, if you would limit your oral 
statements to no more than 5 minutes, in order to leave time for 
questions. 

I am going to ask the Mayor to testify first, followed by Council 
Chair Pro Tem Cropp, and then Councilmember Jarvis. 

Mayor, thank you, and welcome. 
Mr. BARRY. Good morning, Mr. Chairman and Mrs. Morella. 
Mr. DAVIS. Let me just announce that we have visiting second 

and third-grade students from the Owl School, a private school, 
here in the District of Columbia, studying citizenship. We welcome 
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you all today. As you look around here you will see the city leader-
ship, the Mayor, the Council Chairman, and Charlene Drew Jarvis, 
a member of the District of Columbia City Council. We welcome 
your being with us today. 

Mrs. MORELLA. And as you know, Mr. Chairman, the owls are 
wise young people. 

Mr. DAVIS. And they give a hoot; right? OK. [Laughter.] 
Mr. BARRY. Everybody is sharp this morning. 

STATEMENTS OF MARION S. BARRY, MAYOR, DISTRICT OF CO-
LUMBIA; LINDA CROPP, CHAIRWOMAN PRO TEM, DISTRICT 
OF COLUMBIA CITY COUNCIL; AND CHARLENE DREW JAR-
VIS, MEMBER, DISTRICT OF COLUMBIA CITY COUNCIL 

Mr. BARRY. Thank you, Mr. Chairman. 
I was talking with some of the young people. One young man 

asked me, ‘‘What are you all doing in here?’’ I said, ‘‘We’re dis-
cussing President Clinton’s plan to help the District.’’ He said, ‘‘Oh. 
Will it work?’’

Mr. Chairman, let me express, I am pleased to appear before you 
today to offer comments on the Economic Development Section of 
President Clinton’s National Capital Revitalization Plan. I would 
like to ask that my entire statement be entered into the record. I 
have some other documents I want to enter at the proper time. 

Mr. Chairman, in early 1995, when we were wrestling with the 
financial crisis of our city, it was generally agreed that we ought 
to take a three-pronged approach, that we ought to drastically re-
structure and downsize the city government, make the government 
more efficient, more effective, more responsive to our citizens, our 
visitors, and to our business people. 

The second leg of that was that we should seek to transfer cer-
tain State functions to the Federal Government. Additionally, we 
also talked about increased Federal payment. The third part of 
that was to improve the District’s services, but that we would fig-
ure out ways to assist in economic growth for the District. 

Quite frankly, what has happened over the last 21⁄2 years has 
been an obsession with just the first area: How do you reduce the 
size of the DC government? How do you make it more responsive, 
et cetera? Until President Clinton submitted his plan to transfer 
certain State functions, there was no discussion about that by the 
Congress or by the control board. 

And there was virtually nothing done in the third area. The Dis-
trict’s budget didn’t reflect any extra money for economic growth, 
in terms of job training, or business retention, or business attrac-
tion, et cetera. So I am glad that we finally have decided to discuss 
the second point and the third, and President Clinton’s proposal 
deals with the second. 

Also, Mr. Chairman, I think we have done our share of trying to 
restructure the DC government, reducing expenditures, reducing 
the size of the work force. Anytime a municipality or a State or 
county can reduce its work force by almost 20, 25 percent in a year 
and a half, it’s phenomenal. From 47,000 FTEs down to 33,000 in 
a year and a half is phenomenal. 

In fact, I was talking to Mayor Rendell, he couldn’t believe it. He 
thought it was just incredible that we have been able to do that, 
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and restructure our government, and establish a privatization plan 
which has saved us money in our correctional facilities, Oak Hill, 
et cetera. 

If you look at my statement, we could go right on down the line 
as to the kinds of sacrifices and the kinds of commitments the DC 
government has made, its Council and its Mayor, to make the gov-
ernment more efficient, to make it more effective. 

And we have suffered—I have suffered the political consequences 
of that, because I’ve had to make some very unpopular decisions, 
which means that people not only didn’t like the message, they 
didn’t like the messenger. But we’ve done that in order to take the 
first part of this. I would urge you to look at all the kinds of things 
that we have done. 

And then we know what the other parts of the President’s plan 
are; they have been discussed. But let me discuss, Mr. Chairman, 
a little bit about the District of Columbia, economically. 

I would like to enter into the record a document which says, 
‘‘Creating an Economic Development Strategy for the District of 
Columbia.’’ This was done by McKinsey and Co. for the DC Agenda. 
I would like to ask that this be entered into the record. 

Mr. DAVIS. Without objection, that will be entered in the record. 
[The information referred to follows:]
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Mr. BARRY. Let’s talk about our city. We are landlocked. Unlike 
Charlotte, unlike Nashville and Memphis, we cannot annex prop-
erty, which means that, in some cities, when people flee from the 
city into the suburbs, the cities merely annex that part of the sub-
urbs and therefore equalize the situation. But Baltimore and Phila-
delphia and New York, and other cities, are suffering the same 
plight, losing population. We’re not unique in that regard, but we 
cannot annex. 

Second, we have a situation where 56 percent of the land is 
owned by someone else besides the DC taxpayers; 41 percent by the 
Federal Government, the other by nonprofit organizations and 
parks, et cetera, which means, from a taxing perspective, we can 
only tax, either through residents or businesses, 41 percent of the 
land. Now, that’s a disadvantage. 

Third, the District is noncompetitive with our neighbors. We’re 
not competitive because our commercial property taxes are higher 
than the neighbors. Our unemployment insurance, our Workers’ 
Compensation, our utilities, and our business corporation taxes are 
higher. 

Why are they higher? They are higher for several reasons. First 
of all, because we can’t tax income at its source, we’re subsidizing 
Maryland and Virginia by $700 million. 

We also don’t have a fair Federal payment. Even though the Fed-
eral Government owns 41 percent of the land, we get about one-
third of what we ought to get in lieu of taxes. If we could get our 
fair share of Federal payment, about $2 billion, and get our share 
of income tax here, we would have the lowest commercial tax rate 
in the region. So part of the plan has to be a continued Federal 
payment. 

My own view is that, if we pass the dollar amount of the Presi-
dent’s plan—it may have a different structure, particularly in 
criminal justice—and give us at least almost $400 million of Fed-
eral payment, the city government could begin to drastically reduce 
our commercial property taxes, reduce our business taxes, and 
other related activities that would make us more competitive. 

The Council and the Mayor are in the process now of getting leg-
islation through the Council that will lower the unemployment 
compensation tax, that will lower the Workers’ Comp. comparable 
to the surrounding areas. 

Then there is the area of business reform and regulatory reform. 
We talk about that, but when you look at the reality, if you look 
at the MCI Center, it was easy to move in here, to get the nec-
essary permits, and to build this in record time. 

The only basic requirement of a business coming into Wash-
ington is to file your corporation tax, give a business tax, and that’s 
it. If you talk to developers, they will tell you that it is easier to 
develop a building in Washington than it is in the suburbs, in 
terms of regulations. 

Now, we need to look at it again, but I don’t think regulatory re-
form is a major impediment when you really talk to people, Con-
gressman Davis, one-on-one, about, what do you mean by that? 
They are not responsible for a certificate of occupancy. Now, law-
yers have to get a business license. Doctors have to get a business 
license, and others, but that’s not true all over. 
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So I think we need to focus on the Federal payment. We need 
to focus on the Economic Development Corp. You know what it’s 
all about. I’m not going to spend a lot of time doing that. But that’s 
not enough. 

If you look at the McKinsey study, the McKinsey study says that 
we ought to have a five-pronged approach: We should attract and 
retain businesses through government action; that is, taxes, low-
ering taxes, streamlining the regulatory processes, review land use. 

Work force development. We need to put more money into skills 
development, because our schools have not done a good job, and 
therefore we have to make up for what they did. 

Neighborhood revitalization. We put very little money in neigh-
borhood revitalization, either through the Council’s budget, the 
Mayor’s budget, or the controller’s budget. We have not promoted 
industry. 

The other one is, how do you attract and retain residents? You 
have to reduce taxes on those of us who are taxed to death in 
Washington. And we are taxed at the high rate that we are be-
cause we are subsidizing the Federal Government and Maryland 
and Virginia. I support Ms. Norton’s approach, the 15 percent flat 
tax. That’s one way you begin to do that. 

Also, improve services. Let me say that we are working every day 
to make our services more efficient, make our government more re-
sponsive, and you’re seeing results. This time last year, because of 
our budget problem, our trash trucks were broken down, and we 
couldn’t pick up trash on time. We need 40 trucks every day; we 
had 29 or 30. We now have 45 trucks every day. Trash is being 
picked up on time, and our city is looking cleaner and looking bet-
ter. 

We have put police officers on the streets, some 400 of those. We 
have seen a reduction in crime, 30 percent; in March, the lowest 
homicide rate in 10 years, for the first quarter. And so we are im-
proving services. Things are getting better, in terms of delivery of 
services. 

The other one is to engage the business leadership. If you go to 
Baltimore or Fairfax County or other places, you find the business 
community more involved with the local government than here. 
Somehow or another, it’s been very difficult to get the business 
community fully engaged. They have been engaged, but not ‘‘fully 
engaged.’’ The Washington Board of Trade has been engaged but 
not fully engaged. The Chamber of Commerce has been more en-
gaged, because it is more of a local operation. 

So I think, with all of that, with the President’s plan, Ms. Nor-
ton’s flat tax, with the DC government improving its delivery of 
services, which we are doing every day, with neighborhood develop-
ment being financed and funded, both through the President’s plan 
and the DC government, through work force development train-
ing—and finally, Mr. Chairman, one thing that the Federal Gov-
ernment can do and the private sector can do that will give us an 
immediate shot in the arm, in terms of economic growth, and that 
is to hire DC residents. 

The McKinsey study indicates here that for every 100 DC resi-
dents that are hired in existing jobs, as they become vacant, in 
both Washington and the suburbs, the District government receives 
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about $350,000 of revenue, which means, out of those 60,000 unem-
ployed DC residents, if for next year we could convince the Federal 
Government—190,000 jobs here—and convince the private sector to 
put focus on qualified DC residents and hire up to 10,000 residents, 
that’s $35 million of new tax revenue for the District government. 

The other part of what makes our taxes so high is that we have 
a disproportionate share of the region’s poor. We are 8 percent of 
the population; 44 percent of the poor, eating up Medicaid, AFDC, 
food stamps, $800 million in Medicaid. 

So my formula for success is to focus on the second part of the 
President’s plan, transferring State functions, and economic devel-
opment, Ms. Norton’s plan, neighborhood revitalization, and hiring 
DC residents. The Congress can contribute, starting tomorrow, by 
asking the architect of the Capitol, whoever makes decisions about 
hiring around here, to start hiring DC residents. That’s a good shot 
right there. 

[The prepared statement of Mr. Barry follows:]
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Mr. DAVIS. Well, Mr. Mayor, I will address that in the question 
and answer period. I think we want to hire qualified people that 
can get the job done. 

Mr. BARRY. I said qualified DC residents, ‘‘qualified.’’
Mr. DAVIS. Exactly. 
Ms. NORTON. That includes DC residents. 
Mr. DAVIS. Of course it does. Of course it does. 
Mr. BARRY. Qualified, Mr. Chairman. We have some very, very 

qualified DC residents who are out of work. 
Mr. DAVIS. Well, we’ll talk about that, Mr. Mayor. 
Ms. Cropp, thank you very much. Thanks for being here today. 
Ms. CROPP. Thank you very much. 
Mr. Davis, Ms. Norton, Mrs. Morella, good afternoon. I am very 

pleased to be with you today to discuss the economic development 
component of the President’s plan to revitalize Washington, DC. 

Few cities across the Nation would have survived if they per-
formed the State functions that we do in the District of Columbia. 
As you may know, the Council feels strongly that a Federal pay-
ment should remain as part of the budget. Mr. Chairman, we look 
forward to working with you to keep the Federal payment as a part 
of the budget. 

We have the resolve to correct the management problems. we 
need your help to correct the structural problems within the Dis-
trict of Columbia. A successful economic development program 
could be the cornerstone on which to recast Washington as a vi-
brant and flourishing urban center. 

The District of Columbia Economic Development Corp., as pro-
posed in the President’s plan, would be substantially capitalized 
and substantially empowered to help revitalize the District’s econ-
omy. We thank the President for recognizing a need with regard 
to the economic development in the District, and we look forward 
to working with Congress to craft the final details of enacting the 
legislation. 

With me today is Councilmember Charlene Drew Jarvis, who is 
the chair of the Committee on Economic Development of the Coun-
cil of the District of Columbia, and she will be presenting the Coun-
cil’s position on the President’s economic plan. 

[The prepared statement of Ms. Cropp follows:]
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Mr. DAVIS. Thank you very much. 
Charlene, welcome. 
Ms. JARVIS. Thank you very much, Congressman Davis. I am de-

lighted to join my chair and the Mayor this morning, and to say 
good morning to Ms. Norton and to Mrs. Morella. 

On behalf of the District of Columbia, I am very pleased to have 
this opportunity to testify at today’s hearing on the President’s Na-
tional Capital Revitalization and Self-Government Improvement 
Plan. 

The elected officials who represent the residents of the District 
continue to embrace this historic opportunity to address the city’s 
financial condition and the fundamental inequities that have long 
existed in the relationship between the District and the Federal 
Government. 

We have done this by signing the Memorandum of Under-
standing with the Office of Management and Budget and the Dis-
trict Executive. And now we welcome the opportunity to engage 
members of this subcommittee and other Members of Congress in 
a continuing dialog about various aspects of municipal partnership. 

I have been asked to testify today on the portion of the plan in 
which the President proposes a federally funded commitment to 
help capitalize a new, non-Federal public-private partnership called 
the District of Columbia Economic Development Corp. 

The Council supports the establishment of what I will refer to as 
the EDC, which would have broad authority to spur private devel-
opment, including the use of Federal tax credits, both for hiring 
District residents and business loans and investments. The EDC 
would be able to use tax-exempt private activity and revenue bonds 
and use limited authority to acquire property by eminent domain 
in furtherance of its statutory objectives. 

The Council requests that the Economic Development Corp. pro-
vide for considerable local participation and input, in order to guide 
and direct development opportunities throughout the city. This 
would be accomplished through increased local representation on 
the board of directors. 

In order to leverage private sector development projects through-
out the city, the corporation would be capitalized, in part, with 
Federal and District funds, land grants, and property development 
rights. 

I believe that economic turnaround in the District depends upon 
the private sector, and that government can provide the catalyst 
for this development. Examples of the recently successful public-
private partnership include the MCI Center, the Opera, and the 
planned convention center. 

An Economic Development Corp. operating citywide would ad-
dress both community development and business improvement 
needs. An Economic Development Corp. would provide the District 
with necessary tools and resources to improve the prospects for 
Home Rule to succeed, while concurrently addressing the concerns 
respecting DC’s unique position and additional responsibilities as 
the capital city. 

An EDC with the mission of promoting investment in the District 
would be created, in partnership with the Federal Government and 
the private community. The challenge will be to responsibly under-

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00139 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429



136

take useful economic development projects and assist the District 
in all aspects of revitalization. 

Likewise, the Council also strongly supports the Memorandum of 
Understanding’s endorsement of amendments to the Home Rule 
Act which would help improve the institutional and fiscal capacity 
of our government by providing for the same legal capacity to fi-
nance economic development projects as in other jurisdictions. 

Thus, the District would no longer be competitively disadvan-
taged, because the amendments would clarify the District’s author-
ity to use taxable and tax-exempt bonds for business development 
and job creation purposes, to the same extent permitted other State 
and local governments. We would be able to promote quick, 60-day 
settlement through expedited approval of revenue bond trans-
actions that do not involve the pledge of District revenues or as-
sets. 

These transactions would assist in financing public and private, 
nonprofit, elementary, secondary, vocational, and charter schools, 
and other private and governmental capital projects that enhance 
economic and employment opportunities in the District. 

We would also be able to pledge special fund revenues, including 
tax increments, fees, and payments in lieu of taxes, to secure the 
costs of municipal parking facilities and public infrastructure rede-
velopment for utilities, streetscape improvements, and park en-
hancement projects cosponsored by neighborhood associations, in-
cluding business improvement districts. These measures are as 
critical to ensuring the financial success of major revitalization 
projects as is the EDC to the success of project implementation. 

Toward this end, the Council requests Federal assistance to com-
plete the financing of the planned new convention center. We ask 
this particularly because the Council recognizes the substantial 
economic benefit to the District and the region of a new and larger 
convention center in the Nation’s Capital. 

History has proven that most of the Nation’s convention centers 
have needed external support to develop these facilities. We want 
to be proud of our new national convention center and attract peo-
ple with a world-class facility design and the ability to market to 
groups of all sizes. 

Mr. Chairman, may I also, if you would permit me, indicate that 
I think that one of the most important reasons for the establish-
ment of the Economic Development Corp. is to have a single, fo-
cused activity and a push for the kind of creative development that 
is critical in the District. The economic development structure with-
in the government has its people and its resources spread so thinly 
as not to be able to focus on the issue of economic growth and eco-
nomic development to the extent that ought to occur. 

The Business Services and Economic Development Agency has, 
as a part of its responsibility, the Department of Consumer and 
Regulatory Affairs. Those issues are critical to business develop-
ment, and they must be focused on, as well. But if the same people 
are to do the business regulatory reform as are to do the develop-
ment, then we have what we have had in the past, which is with-
out that single, major focus on the activity that produces jobs in 
the District of Columbia. 
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The Business Regulatory Commission, Mrs. Morella, will be mak-
ing its report within 60 days, and that goes to your question of the 
District’s ability to regulatory reform. 

The Tax Revision Commission will be reporting within 60 days, 
and a tax incentive package is going to be produced through legis-
lation which the Mayor is sending to the Council, as a result of 
having had an outside firm do a study of such tax incentives. And 
that is in response to repeated concerns that I hear this morning 
about restructuring of the tax system for the District. 

Thank you. 
[The prepared statement of Ms. Jarvis follows:]
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Mr. DAVIS. Thank you very much. 
Let me start the questioning. I am going to address the issue you 

brought up about the hiring of residents. What it tells me, Mr. 
Mayor, is that you still don’t understand and don’t get what’s hap-
pening in the economy in this region. That you don’t understand 
why you have an outflow of jobs from the city to the suburbs. 

It is taxes, and you mentioned taxes. I’m going to do everything 
I can to reduce the tax burden, whether it’s through Ms. Norton’s 
bill or Mr. Moran’s requirements or whoever’s, because I think the 
tax burden has to come down. But you’ve got to reduce regulation, 
as well. 

And every time you pass a bill that may get points out there 
with some constituency group, but you hinder the market process, 
you, in essence, are putting more regulation on business, require-
ments on business that lead people not only to not want to invest 
but who end up voting with their feet by leaving to go elsewhere, 
creating greater inefficiencies. 

Take for example, your proposal, that your contractors for the 
city have to hire city residents. One of the leading procurement 
people we had in Fairfax County was a District resident who was 
a very capable person. I wouldn’t have required him to move. He 
headed up our computer operations in the county. He was the best 
qualified person we could have. We felt, when the taxpayers are 
paying dollars, they ought to get the best people, wherever they 
live. 

For people coming in, whether they are experts or the lowest 
ranking jobs, you certainly want to make sure that that District 
labor pool is included in that, and that you can find as many jobs. 
But that kind of requirement is rebuffed by people who have to in-
vest the money and put their capital at stake. 

So many decisions the city has made, however well-intentioned 
and well-sounding they may be, have the effect of chasing capital 
out of the city instead of attracting capital and investment into the 
city. 

I just want to read one of the local comments about your plan. 
‘‘The Mayor said that he didn’t talk with business people before he 
sent the legislation to the council, and it was immediately rebuffed 
by the Board of Trade and other business organizations.’’ You need 
to work and form a partnership with the business community. 

The way Cleveland came out of their doldrums was, the leader-
ship in that city worked with the business community. The way 
that Philadelphia and Mayor Ed Rendell have moved ahead is, the 
city formed a partnership with the business community. The way 
New York City came out of the doldrums is, they formed partner-
ships with the business community, not constantly putting a stick 
in their eye and talking about other things. 

That’s what the city needs to do, and they need to reduce the 
regulatory burdens and form a partnership working with it. And 
frankly, in the plan here, I don’t see that. In fact, I see this as an-
other indication of not trying to understand the marketplace, or 
trying to work with the marketplace. 

The plan sounds so 1960’s to me, and it’s not really where you 
need to go to move in the 21st century. This city has so many great 
opportunities ahead of it over the next decade. The high technology 
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boom in the suburbs right now, 18,000 jobs we can’t fill in northern 
Virginia. 

I know the consortium of universities has come up with a pro-
posal—I’m going to ask you how you have responded to that, but 
I understand it hasn’t been as proactive as they would have liked—
to start training people and have UDC move their curriculum to 
train people for some of the jobs available now in the region. We’d 
love to have them out in the suburbs. 

We’ll take anybody we can find right now, because these jobs are 
going to India, they are going to the Pacific Rim, or offshore, and 
to other parts of the country, because we can’t find qualified people 
here. We have systems where the city ought to be able to add value 
to those equations. 

The Southeast Development Center, the Navy Yard where we’re 
going to have a huge Federal presence, hopefully, in the very near 
future, is a great opportunity for the city. I know Ms. Jarvis has 
been active in trying to make sure that we have a zoning envelope 
and maybe a regulatory envelope down there that can be attractive 
to private sector investment around there, and do the kinds of 
things that Crystal City and Rosslyn and other areas have done, 
in northern Virginia, to attract private capital. 

But to rely on government to manipulate this and move it is not 
what the city needs. It needs to be more entrepreneurial, in my 
judgment. If you take a look at the models of cities that have suc-
ceeded, that’s what they have done. Unfortunately, I don’t think 
this proposal passes that test, and I think it’s a step backward. 

I will give you a chance to respond. I would be happy to hear Ms. 
Jarvis. Otherwise, let’s work together. We can reduce the tax and 
regulatory burden in this city, and we can continue to make this 
a great city. We have a great opportunity ahead of us. 

The economy in this region is very healthy, and the growth in 
some of these segments is such that the city can grow with some 
proactive movement on the tax and regulatory front, and some tar-
gets that the Economic Development Corp. can bring. 

Also, the MCI Center, if we can ever get the city to get its act 
together—and it is a city problem at this point, not a Federal prob-
lem—in terms of moving the convention center forward, offers job 
opportunities to people in the hospitality industry, downtown, who 
don’t have to even have a high school education. We can increase 
tourism and get that going. 

So we have some great possibilities ahead of us. All we need is 
the right blend of leadership and vision to move forward. We are 
ready here to add to the equation. But I don’t think this proposal, 
frankly, passes the laugh test. 

Mr. BARRY. What proposal are you talking about, Mr. Chairman? 
Mr. DAVIS. This is the one about contractors just hiring city resi-

dents and all. 
Mr. BARRY. Mr. Chairman, let me say that no other city in Amer-

ica is burdened with the inability to tax income. Our income tax 
in the District of Columbia, and in the Federal Government, and 
in State governments, is our largest single source of income. 

New York City has regulations and requirements that when you 
do business in New York City, you have to, first of all, in some in-
stances, have your corporation located in the city. 
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And second, there are 24,000 businesses in the District of Colum-
bia. The DC government does business with less than 2,000 busi-
nesses. We have not found any road construction contractor who 
said, ‘‘I don’t want to hire qualified DC residents.’’ This law has 
been on the books since 1984. A number of companies are using 
that law. They use it at the Department of Employment Services. 

If you were to give us the authority to tax income in Washington, 
at its source, I would withdraw that proposal, because there would 
be no need for it. Wherever you lived, if you worked in the District 
of Columbia, you would then be able to get that income. You can’t 
downplay that. 

Second, in terms of hiring DC residents, you imply that we don’t 
have qualified people in Washington. 

Mr. DAVIS. Well, that is absolutely wrong. 
Mr. BARRY. I said you implied it. 
Mr. DAVIS. I started my statement by talking about the head of 

the computer systems in Fairfax, who is a DC resident, and how 
talented he was. I don’t think that talent has any residential 
bounds. So I will just—don’t turn that around on me. I didn’t say 
that. I didn’t imply it, and I don’t mean it. 

Mr. BARRY. Well, Eleanor leaned over and told you something 
about that. Anyway, that’s another story. 

Mr. DAVIS. No, she didn’t lean over. She said it publicly, and I 
agree with her. 

My time is up. I’m going to pass the baton now to Ms. Norton. 
If she wants to get up and defend you, I’ll allow her, under her 5 
minutes. 

Ms. Norton. 
Ms. NORTON. Well, the chairman clarified that he did not mean 

to say that there weren’t qualified people in the District, so I accept 
that. I know that that’s what he meant. 

But the Mayor’s frustration is well placed. You know, you hear 
Jim Moran sit up here and say, ‘‘Don’t lower their income taxes,’’ 
and also, ‘‘Don’t tax commuters from my jurisdiction.’’ You will see 
frustration on the part of the District residents, who, after all, are 
Stateless and have very limited places from which to get new rev-
enue. 

I believe it was Ms. Jarvis who testified that the Tax Revision 
Commission report would be coming forward; is that 60 days from 
today? 

Ms. JARVIS. Yes. Sorry, it’s the Business Regulatory Commission 
that will be within 60 days. It’s the Tax Revision Commission in 
December. 

Ms. NORTON. I applauded when the Tax Revision Commission 
was appointed. I know how difficult it is to get through taxes and 
to come up with—this is very complicated stuff. The same should 
be said of the Regulatory Commission. 

But I believe that the city may be overtaken on taxes, in one way 
or the other, if we are waiting until December. I may want, as we 
get close to finality on this bill—remember, we’re aiming—if we’re 
going to get it, we’ve got to get it through before September 30. 

I may have to ask you all to come in and talk with me, because 
some of the proposals go to lowering business taxes, certainly, and 
there is some talk here, frankly, about putting things in the bill 
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that we pass that would have an effect on regulations in the Dis-
trict. You know what I say on that stuff, that I oppose anything 
happening from up here. 

One of the things I would like each of you to think about is, if 
we have to go on a fast track, how we might do so. One of the ways 
I’m usually able to get people up here from sticking things into 
bills is to indicate that action will be taken in the District. I do not 
believe I will be able, if this talk continues, to do so on the basis 
of a study that is underway. 

So, to the extent that you have a sense of what the major fea-
tures are, it would help me to keep people up here from deciding 
that the President’s plan is a vehicle for doing that. I will continue 
to oppose that. 

I want to commend you for having gotten ahead of the game on 
this, because I know that the studies that you have underway do 
require time. Under ordinary circumstances, I don’t think it would 
be a question, and I don’t think it should be one now. 

And I think we can do it. I think we can work together, but I 
want you to begin to think about what major changes in taxes and 
regulations you, yourself, desire, because you know this as none of 
the rest of us know it. 

Mr. DAVIS. Would the gentlelady yield just on that point, briefly? 
I think we’re going to have to move quickly on legislation. As Ms. 

Norton indicated, we may not have time for you to do it, so we’ll 
have you at the table advising us, and have you provide as much 
information as you can. We clearly are going to need your great as-
sistance and support as we write this legislation, but it may come 
faster than time allows. It’s not under our control; it has to do with 
the whole budget reconciliation process. 

So just stay on call. We need you. 
Ms. CROPP. Mr. Chairman, we would encourage you to keep us 

informed. And we would love to work, Ms. Norton, with you on it. 
We would like to be an active participant and at the table with re-
gard to any discussion on the District, any changes. 

Mr. BARRY. Plus, Ms. Norton, most of this tax reform will prob-
ably not be revenue-neutral; it would be a loss of revenue. So if 
we’re going to get money above what the President’s plan is, if it’s 
$300 million or $400 million, I think we could very quickly figure 
out what category of taxes we want to reduce. 

Ms. NORTON. You say, if we get what? I’m sorry. 
Mr. BARRY. I’m saying that most of this tax reform is not rev-

enue-neutral; it’s a loss of revenue. And if we knew whether a pot 
of money was available, say, if the Federal payment was $400 mil-
lion, giving us $400 million above what the President’s plan is, we 
could very quickly put together a series of options as to what taxes 
we would reduce. 

The Business Regulatory Commission has done some preliminary 
work already. Most of that does not require additional moneys; 
they require different laws and changes that would make it easier 
for people to do business here. 

Ms. NORTON. Well, one of the reasons that this is being discussed 
now is precisely what you have pointed to, that there would be 
some adjustments within the President’s plan. 
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I have encouraged everybody to understand that I’m going to 
have a hard time keeping what we’ve got in here. I do that in order 
to encourage you all to begin thinking, in case they slip something 
away from us in this plan, what your preferences are for keeping. 
Because the notion of, you know, $400 million on top of that is less 
likely than I would like. 

There is a separate tax package that the District is in. It is not 
configured at the moment, and there are lots of differences over 
what it should say. There are some people who are for elements of 
my package. There are some people for lowering taxes in the Dis-
trict. You are perfectly right, Mr. Mayor, that would mean you 
would have to make up for it in revenue. 

None of that will be done without complete and total consultation 
with the District. I regard that matter, as I do anything affecting 
the District, as a Home Rule matter. But what I want to encourage 
you to do is to think dynamically about what happens if something 
gets pushed off the table, and where your preference would lie. 

I certainly am not asking you to do that now, but I want to en-
courage it, because I think I would do a disservice if I said, ‘‘Now 
let’s talk about what we want on top of what the President’s pack-
age is.’’

You had a concern about eminent domain powers that are in the 
Economic Development Corp. I can certainly understand it. The in-
teresting thing is, when I was initially briefed by the administra-
tion, the eminent domain powers were not in there. They were put 
in there at the request of the business community. 

They wanted land in there. They wanted to make sure that they 
did not have to go through, I guess, the hurdles that one would 
have to go through in the District. On the other hand, your concern 
is perfectly understandable, as well. 

Were you able to clarify that with the administration, and could 
I know where you now stand on the issue? 

Mr. BARRY. It’s still—it’s barely clarified, Congresswoman Nor-
ton. It has ‘‘limited eminent domain,’’ and we still are discussing 
with them, even to this morning, as to what means, more specifi-
cally. I think they have conceded that, obviously, any eminent do-
main has to comply with the local District zoning laws, but it’s still 
not quite as clear as it needs to be. 

Ms. NORTON. I think that that probably could be assisted by 
some understanding with them about a streamlined way to get 
eminent domain. I mean, since they were people who obviously are 
your allies who wanted the eminent domain, they weren’t trying to 
undercut Home Rule, but obviously, if they could just go in and do 
whatever they wanted to, they have. 

I think the reason they came forward is they thought it would 
take them a long time to get access to land to complete their plan. 
I guess my question is, is there a way to streamline that, whether 
for everybody or not, at least for them, so that we could straighten 
out—and that part wouldn’t be a matter of contention. 

Mr. BARRY. Someone suggested that—I’m not saying that this is 
a solution—that any proposed taking of land that was in the pri-
vate sector would have to be approved by resolution of the city 
council. Someone suggested that may be one way of check and bal-
ance. 
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Ms. JARVIS. We did not actually include that proposal in the rec-
ommended language. What we did say is that there ought to be 
limited eminent domain powers consistent with the scope of the 
corporation’s mission and consistent with local zoning and regu-
latory provisions. 

The term ‘‘limited eminent domain’’ was incorporated in the 
MOU, ‘‘limited eminent domain authority,’’ with the hope that 
there could be some further structuring of the language within the 
act itself over here on the Hill. So that is something that we desire 
to do and are continuing to try to do. 

The important point about eminent domain authority and about 
the Economic Development Corp. itself, Ms. Norton, I think, is that 
the corporation becomes a singular focus for an entity which does 
not now exist; that is, there is not a single-minded focus on eco-
nomic development in the District because of the many levels of re-
sponsibility of the person who sits as the head of that agency. And 
that is really the predicament that we face. 

Ms. NORTON. I think you have described exactly why they piled 
these powers in this one entity, were trying to do that. They 
weren’t trying to undercut your authority. In the process, they have 
done so. 

You would help me a lot if you would begin to think about, the 
three of you would being to think about bill language that fed off 
of what you just said, Ms. Jarvis, but allowed for the fact of the 
existing independent jurisdiction. And in order for it to be effective, 
for me to be able to sell it up here, it would have to bypass a lot 
of the regulatory points. 

Something like the Mayor said just now, or if you wanted to have 
more steps, so few steps that you’re talking a kind of 30-day thing 
as opposed to the longer kind of period, it would help. 

Mr. BARRY. Ms. Norton, another approach would be possibly re-
quiring a simple majority. That would give local officials a greater 
say in this. This process works with the airport authority where 
the budget has to be approved by a simple majority. The District 
only has three votes, which means that one vote could make the 
simple majority, which gives you a chance to negotiate any dif-
ferences by either locally appointed officials or people appointed by 
local people. 

I think that ought to be looked at. 
Ms. CROPP. Ms. Norton, that’s what I was just getting ready to 

say. The simple majority is one way in which it could be handled. 
There is another possibility, and that is that anything dealing with 
the eminent domain issue would have to have the approval of the 
Mayor and the chair, who would be members of that. 

Then, in doing that, it would also protect the interests of the Dis-
trict of Columbia citizens as a whole. And I think there are prece-
dents established for that type of provision, also. 

Ms. NORTON. So it does look like there are shortcuts here that 
you are already thinking about. 

Thank you very much. 
Mr. DAVIS. Thank you. 
Mrs. Morella. 
Mrs. MORELLA. Thank you. I appreciate your being willing to tes-

tify again before this subcommittee. 
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I want to look at the education point of view and issue. The Dis-
trict, no doubt, has many well-educated residents, but also a very 
high number of undereducated persons, who are untrained, un-
skilled, and unable to meet the expanding needs of the techno-
logical workplace. 

I know the chairman has alluded to that. I just think that it’s 
important that we look ahead, in terms of what we’re going to do 
about that. Is there anything in the President’s plan that you feel 
will address this problem? 

I would address it to all of you. 
Mr. BARRY. In terms of the President’s plan, in the Economic De-

velopment Corp. there is $20 million that would be set aside for 
nonprofit organizations to train people in skill development, as well 
as just lifestyles, you know, how you come to work on time. 

Unfortunately, the DC public school system is suffering from 
some of the same needs of other major cities. How do you reform 
this system? How do you make it work for the great majority of our 
students? That’s General Becton’s greatest challenge, I think, out-
side of getting books on time, et cetera. How do you get a larger 
number of young people graduating from our high schools with 
skills in the workplace? 

I’m in the process of developing a proposal which I’m going to 
send to the schools; that is, that the DC school system ought to es-
tablish a specialized school of science and technology, similar to our 
Duke Ellington School for the Arts or Banneker Academic School. 

There again, that’s not going to give us any short-term solutions, 
but it seems to me that if we had a school that was in tune and 
in touch with the reality of technology development, we could train 
young people in the District who could take a number of those jobs 
that are vacant in Fairfax County and in Montgomery County. 

But our schools need great reform. I don’t have much control 
over that except to make commentary about it and urge them to 
do it, because the Control Board has set up this super board of 
trustees that has absolute control over the schools. 

But that’s a serious problem, Congresswoman. It is tragic that 
too many of our young people are not graduating from our high 
schools, 40 percent not graduating, and then even some of those 
who graduate don’t have the skills to go to northern Virginia and 
other places to get these high-tech jobs that are out there. 

Ms. JARVIS. Mrs. Morella, the Economic Development Corp.’s cri-
teria for projects could include, as do our local criteria, that there 
be a training component of the development project. 

For example, when we’ve done industrial revenue bond financing, 
the financing requirement is that there be a training program; 
when we did NPR, for example, that young people be trained in the 
area of audio technology; when we financed the AAAS, American 
Association for the Advancement of Science, a requirement that 
there be an internship program that would give young people ac-
cess to science and science training. 

It would be my recommendation that the corporation incorporate 
those kinds of training components in their criteria when evalu-
ating the projects. The President’s proposal does not specifically 
speak to that, but it certainly would be an authority of the corpora-
tion to make sure that that happens. 
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Ms. CROPP. Mrs. Morella, as we look at the President’s plan, we 
have to also be careful that we don’t look at it in isolation of every-
thing else that we need to do in the District of Columbia. 

When you talk about education and economy, we probably need 
to say the two E’s. If we want a strong economy, then it means also 
that we must have a strong educational program, and they must 
go together, and it must be an integration of the two. 

When you look at the reasons why businesses locate in certain 
jurisdictions, they look at who is graduating from the school sys-
tem. And what that means is that there has to be a marriage of 
the two: economy and education. We need to have our business 
group, our economic group, to play a more integral part with our 
school system, to make sure that we are graduating students who 
will meet the needs of the work force, so that we can supply grad-
uates to fill that particular work force. 

So, while the President’s plan has one component, as Ms. Jarvis 
was saying, with the training part of it, we must not take it in iso-
lation of what we do with the rest of the city with education, we 
must start merging the two together, if we truly want to be suc-
cessful, not only for the short term, but in the long term also. 

Mrs. MORELLA. I couldn’t agree with you more. I do agree a 
training component is critically important, but I also agree with 
the concept of a partnership, and maybe we will hear this from the 
Board of Trade in the next panel. You’ve got to pull your business 
community in to help you make these decisions, in terms of what 
they need, how they can help, and other community groups, too. 

It isn’t that we need rocket scientists, we need an awful lot of 
technicians, just plain technicians, to be trained and to know that 
this is a job that’s going to have promise in the future. 

Mr. BARRY. Mrs. Morella, we have a larger problem, and that is, 
our experience, or my experience, has been, it is difficult to get a 
significant number of DC residents to apply for and take these jobs 
in the suburbs. I don’t know whether it’s transportation that’s a 
problem or whether it’s just a cultural difference. 

I don’t know what it is, but we’ve found that, even when we have 
gotten people trained in some areas and have gotten them potential 
jobs in northern Virginia or in Montgomery County, they don’t 
make it very long. They can do the work, but they just decide that, 
for some reason or other, it’s—we’ve got to figure out how to deal 
with that. 

Mrs. MORELLA. Well, we want to do both things. We want to 
demonstrate that we continue to support the Metro and it reaches 
out to the high-tech community, but we also want to make sure 
that there are jobs in the District of Columbia, too. And there are, 
I mean, there are, where these skills are needed. So they don’t 
have to exit the District of Columbia for employment, they should 
be able to also find it in the District. 

Could I ask just more question? 
Mr. DAVIS. Sure. Let me just add to that. 
Mrs. MORELLA. Yes. 
Mr. DAVIS. We have a group of business leaders in northern Vir-

ginia prepared to step up any way they can to work, if transpor-
tation is the issue, to get qualified workers. It is a lot cheaper to 
worry about getting people out there than it is to have to move 
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those jobs somewhere else. We can work through that as we go 
through. 

A lot of these high technology businesses aren’t on Metro lines 
at all. As you know, Mr. Bursoff of the Board of Trade, and others, 
have been working with you to try to get you a high technology 
school. I think you need more magnets to keep qualified people in 
the public school system and attract them back in. I think that is 
needed. So we will work with you. 

Mr. BARRY. We’d like to get the names of the people, Congress-
man, so we can get busy, today, working on putting that coalition 
together and figuring out how to solve this problem. 

Mr. DAVIS. Sure. We’ll put it together. I’m meeting with the 
group. 

Mrs. MORELLA. Listen, there’s just no way you should leave out 
Montgomery County. We have a Suburban Maryland High Tech-
nology Council that is exquisite. But I also wanted to point out 
simply that we’re not talking about people leaving the District of 
Columbia. We hope there will also be a presence—we know there 
is—where there are some of these jobs. 

Mr. BARRY. We would welcome the same kind of information, 
Mrs. Morella. We will work diligently to get these groups together 
and begin to try to get something done. 

Ms. CROPP. Mrs. Morella, I think it begs the question, also, that 
with over half of the District’s children living below the poverty 
level, there’s a great need for us to have early childhood develop-
ment programs, and we encourage the Federal Government to con-
tinue funding the early childhood development programs. We have 
found that when our children start at an early age learning the 
outcome, it’s so much more positive, and I think we will also see 
that impact the economy. 

Mrs. MORELLA. Just no doubt about it. No doubt about it. 
Just one brief question. Actually, the Council passed the Busi-

ness Improvement District legislation, and I just wondered what 
this legislation does and how it can be utilized with the President’s 
plan. 

Ms. JARVIS. Mrs. Morella, the Business Improvement District 
legislation authorizes the establishment of self-taxing business dis-
tricts. Those districts create a pool of money which then stays with-
in the confines of that geographical business improvement district, 
and those dollars are used to create an additional security force, or 
they are used to create an additional cleaning force for the area. 

They are remarkably effective because they do what is critical in 
commercial areas, which is to create an environment which is clean 
and safe. People in brightly colored jackets are seen sweeping the 
streets. People in brightly colored jackets, with two-way walkie-
talkies are seen communicating with one another and with the Po-
lice Department. They are walking customers to their cars or to the 
parking lot, and creating a sense of safety and cleanliness. 

There are 1,000 business improvement districts in 700 cities 
throughout the United States, which have been remarkable in their 
ability to attract a customer base. We are very fortunate in the Dis-
trict that Bob Peck, at GSA, has now indicated a willingness for 
GSA to participate in the business improvement districts, at least 
for those buildings where GSA has tenants. They can then pass 
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through the taxes that are imposed on those tenants, through to 
the business improvement district, and that will really augment 
the ability of downtown business districts to thrive. 

We are expecting to see the first such bid just before the opening 
of the arena, so that when 20,000 people come to Washington or 
come from other places within the city to see those games, they will 
see those brightly colored security forces and cleanup crews, and 
there will be a sense of safety and cleanliness that will be, in fact, 
occurring. 

Mrs. MORELLA. Thank you. Thank you very much. 
Mr. DAVIS. I would just add, that with the area around the Navy 

Yard, you could have a critical mass down there, because of the 
Federal Government. You know what Virginia has done to Crystal 
City when they had that kind of mass there. 

Appropriate planning and zoning will be critical because there’s 
going to be a lot of neighborhood complaints. People are not going 
to understand the changes coming in, or they may sometimes re-
sent the changes, but from a citywide perspective, if you’re talking 
about an information technology private sector base, you have a 
great opportunity there. 

Ms. JARVIS. And you put your finger, Mr. Chairman, on the real 
reason that this corporation is so vital, because the corporation 
then can assemble the property, get through all the regulatory hur-
dles, and keep a singular focus on getting that kind of assembly 
going. 

And you mention a very important area of the city, because, first 
of all, there’s water, and the waterfront can be developed. Second 
of all, that area of the city has been identified by NCPC as a focus 
for its monumental core plan, and would be one of the first steps 
in getting the monumental core plan off of the ground. 

It would be a wonderful first step for this corporation to focus 
just on that area, because there is opportunity for commercial, re-
tail, housing, and entertainment complexes in that area, which 
would bring a whole new destination for visitors and for our own 
regional visitors to go to that center. So it would create a whole 
new destination for us. 

Mr. DAVIS. And a new destiny for that area. 
Mr. BARRY. Mr. Chairman, David Watts, who is the deputy city 

administrator, chairs an action task force now that is looking at 
the Navy Yard, the Federal Southeast Center, from North Capitol 
over to 11th Street, and from M Street down to the waterfront. 

I am going to ask him to extend their work from the freeway on 
over to M Street, because if you go down in Southeast from South 
Capitol to 11th Street, you find a lot of abandoned buildings there. 
So we ought to do area planning, not just for the Federal portion 
of that. 

Mr. DAVIS. I agree. I agree. 
Mr. BARRY. This task force would have both Federal, private sec-

tor, and government people on it, to come up with a comprehensive 
plan and direction. 

Mr. DAVIS. But talk is cheap. I mean, these are hard decisions, 
and there is going to be opposition to it, because people are going 
to see their neighborhoods changing. We’ve been through this. 
These are royal battles in the suburbs. But this is a great test for 
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the city, because it’s a great economic development opportunity for 
the city to open up a whole new quarter for quality economic devel-
opment, job growth, tax base, all the things that go with it. 

Charlene, I know you’re on top of this. I’ve heard good things 
about some of the work you all are doing there, but we need to stay 
with it. This corporation, like you know, can give it the appropriate 
focus. So it’s up to all of us. 

Ms. JARVIS. And it gives the insulation. Mr. Chairman, you rec-
ognize the problems in development. 

Mr. DAVIS. I’ve been there. 
Ms. JARVIS. There has to be a good balance between insulation 

and input from the public, in order to get development done. And 
it’s a hard thing to do. 

Mr. DAVIS. I understand. 
Well, I thank all of you. I appreciate you all being here. 
Mr. BARRY. Also, Mr. Chairman, I would like to share, when we 

get the reports for the Business Regulatory Commission, share that 
with you, so you can see exactly. 

Mr. DAVIS. I would be happy to do that. And we’re going to sit 
down, Mr. Mayor, you and me, over some of this legislation, as we 
talked about yesterday, over the next few days. 

Mr. BARRY. I’m sorry we got into this tiff about residents. 
Mr. DAVIS. Well, we don’t agree on everything. At least we can 

talk about it, and we keep talking. Right? 
Mr. BARRY. All right. 
Mr. DAVIS. We’ll work it out. We want the same end, and I think 

that’s important. 
We have a vote on the floor. 
Mrs. Morella, if you want to go over and vote now, I can keep 

the hearing going. And then you can come right back, and then I 
will go. Do you want to try that? 

Let’s hold our next panel. We call up Roger Blunt, chairman of 
the Greater Washington Board of Trade; John Green, the president 
of the District of Columbia Chamber of Commerce; and Craig 
Schelter, the executive vice president of the Philadelphia Industrial 
Development Corp. We appreciate everybody being here. 

If you would rise with me, I have to swear you in. 
[Witnesses sworn.] 
Mr. DAVIS. Thank you very much. 
I ask unanimous consent that any written statements be made 

part of the permanent record. As I have requested of the previous 
witnesses, please limit your oral statements to no more than 5 min-
utes in order to leave time for questions. 

At this time, I would ask Mr. Blunt to testify, followed by Mr. 
Green, and then Mr. Schelter. We appreciate you all being here. 

Roger. 

STATEMENTS OF ROGER BLUNT, CHAIRMAN, GREATER WASH-
INGTON BOARD OF TRADE; JOHN L. GREEN, PRESIDENT, DC 
CHAMBER OF COMMERCE; AND CRAIG SCHELTER, EXECU-
TIVE VICE PRESIDENT, PHILADELPHIA INDUSTRIAL DEVEL-
OPMENT CORP. 

Mr. BLUNT. Thank you. 
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Chairman Davis and members of the subcommittee, thank you 
for convening today’s hearing on the President’s proposals to pro-
mote economic development in the Nation’s Capital and for the op-
portunity to testify before you. 

For the record, my name is Roger Blunt, and I am chairman and 
CEO of Essex Construction Corp. I am here today in my capacity 
as co-chair of the National Capital Task Force of the Greater 
Washington Board of Trade. 

Today, you have asked us to comment on the potential effective-
ness of the President’s proposals to promote economic development 
in the District, placing special emphasis on the proposal to create 
an Economic Development Corp. I will base my comments today on 
the plan as it has been articulated in the final Memorandum of Un-
derstanding. 

When I last appeared before the subcommittee, I testified that 
the Board of Trade believes there must be three fundamental ele-
ments in place if we are to restore the city. The first was a func-
tioning, accountable, and efficient local government; the second, a 
clearly defined partnership between the Federal and local govern-
ments; and third, an emphasis on economic development and the 
availability of adequate resources. 

The Board of Trade believes the economic development portions 
of the President’s plan to help revitalize the Nation’s Capital are 
critical to the overall effort to restore financial stability and eco-
nomic viability. Let me start by painting a picture of the landscape 
as we see it. 

There are several efforts to address economic development al-
ready underway. Some efforts are being led by the District govern-
ment and some by the private sector, but there is no overall coordi-
nation of these initiatives. With this background in mind, we have 
three concerns about the establishment of an Economic Develop-
ment Corp. 

First, the mission of the Economic Development Corp. must be 
clearly defined, so as to maximize its effectiveness by appropriately 
collaborating with current efforts to address economic development 
needs within the local government. 

The Economic Development Corp. will come into existence while 
several other groups are already at work. Its mission in relation to 
the other groups is not clear. Will it be responsible for physical de-
velopment? Will it develop the plans and then let a contract for the 
actual development? Or will the Economic Development Corp. be 
the catalyst for projects of scale, projects which are outside of the 
traditional capabilities of the District government or other locally 
based organizations? 

Second, the composition of the board of directors of the Economic 
Development Corp. should represent neighborhood businesses as 
well as larger corporate interests, and it should not preclude the 
inclusion of local talent and resources. 

We recommend that some thought should be given to having rep-
resentation from a wide array of businesses as they relate to the 
size of the corporation, the industry, and that all members have 
citywide interests. 

Further, we feel that, by definition, some good people may not be 
eligible to serve on this board, and that the Economic Development 
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Corp. would miss an opportunity to benefit from regional talent 
and resources. Here we would hope that owners of non-District 
businesses, who may not be District residents, could be considered 
for appointment to the board. 

As an aside, I would point out that, while it’s stated on occasion 
that private enterprises are not fully engaged in the District, I 
would point out that for several years we’ve been absolutely en-
gaged. In fact, we have several initiatives already underway. 

The 1,100 businesses in the private sector, members of the Board 
of Trade, come from Virginia and Maryland, principally. And I 
would point out that they are very concerned that the core of this 
region has to be healthy if we as a region are to survive. 

Third, the authority to exercise the power of eminent domain 
must be clearly defined, providing appropriate checks and balances 
to prevent the arbitrary use of this tool in establishing procedural 
timelines for the decisionmaking process. Conscious as we are of 
the Economic Development Corp.’s need to be able to exercise the 
powers of eminent domain, we generally support the concept, with 
some caveats. 

First, the process for exercising this power must be clearly de-
fined. Second, there must be some checks and balances. 

Ms. NORTON. Mr. Chairman. Mr. Chairman. 
Could I beg your indulgence? 
Mr. BLUNT. Surely. 
Ms. NORTON. I am due someplace by car that I can’t possibly get 

to by 12 noon. I wanted to apologize to this panel, which I had so 
looked forward to hearing, because I think their part in the Eco-
nomic Development Corp. is absolutely critical. I want to personally 
apologize to the three of you that there is no way for me to wait 
any longer. That has nothing to do with you; it has to do with us 
and our questions. 

I want to ask leave of the chairman if I may submit questions 
beyond what may already be clarified in the testimony. 

So ordered. [Laughter.] 
Mr. DAVIS. If she says it, it must be. 
So ordered. 
Mr. BLUNT. Knowing that the testimony is in the record, this 

concludes my remarks. 
[The prepared statement of Mr. Blunt follows:]

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00156 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429



153

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00157 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
10

5



154

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00158 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
10

6



155

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00159 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
10

7



156

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00160 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
10

8



157

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00161 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
10

9



158

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00162 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

0



159

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00163 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

1



160

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00164 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

2



161

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00165 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

3



162

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00166 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

4



163

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00167 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

5



164

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00168 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

6



165

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00169 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

7



166

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00170 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

8



167

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00171 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
11

9



168

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00172 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
12

0



169

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00173 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
12

1



170

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00174 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
12

2



171

VerDate 0ct 02 2002 14:08 Oct 07, 2002 Jkt 081599 PO 00000 Frm 00175 Fmt 6633 Sfmt 6602 W:\DISC\42429 42429 g:
\g

ra
ph

ic
s\

42
42

9.
12

3



172

Mr. DAVIS. Roger, thank you very much. 
Mr. Green. 
I’m going to leave in 5 minutes to go over to vote, and Mrs. 

Morella will come back. And then I will be back after that. That’s 
how we rotate the voting back and forth. 

Everything is in the record, and we appreciate your being here. 
Mr. Schelter, we appreciate your coming down from Philadelphia. 
Mr. GREEN. Well, I will be very brief. 
Good morning, Congressman Davis and members of the House 

District of Columbia Subcommittee. My name is John L. Green. I 
am executive vice president of the Medlantic Health Care Group, 
and I am here today in my role as president of the DC Chamber 
of Commerce. 

Before I begin, I would like to thank you for inviting me to testify 
on what we believe is an opportunity for the District of Columbia 
to realize its potential to be a world class capital for government, 
for business, and hopefully, for residential life. 

Since we testified before you in February, we understand that 
there have been well over 100 hours of meetings and negotiations 
between representatives of the executive branch, the Council, the 
DC Control Board, the Mayor, and the Congress in developing the 
MOU. 

While we do not completely agree with the MOU, we understand 
its value as a foundation upon which we can build. We want to un-
derscore our earlier testimony and emphasize that we believe that 
the District of Columbia must be a good value in order to attract 
residents and businesses. It’s the core of the region. 

However, in addition to commenting on the economic develop-
ment portion of the President’s plan, I would like to take a couple 
minutes and just comment on what we believe to be important as 
an environment and a context for economic development. The 
President’s plan does not address some of these areas. 

For example, there is no revenue strategy, tax relief, or a Federal 
payment, and we think that they are going to be important in 
terms of creating an environment for economic development. The 
DC Chamber supports tax relief for businesses and individuals, 
such as that offered by Congresswoman Norton’s DC Economic Re-
covery Act. That would jump-start the DC economy and rebuild our 
tax base. 

The President’s plan, as I said earlier, does not contain a ref-
erence to a Federal payment. The DC Chamber of Commerce be-
lieves that this is a shortcoming that the Congress can and should 
address. We do not believe that the Economic Development Corp. 
will move forward fast enough in order to accommodate that period 
of time in which the District would be without a sound revenue 
source. 

The DC Chamber of Commerce fully supports the creation of the 
Economic Development Corp., the core of the city’s economic recov-
ery. The EDC provides an infrastructure to support businesses that 
might otherwise leave the city and a mechanism to attract new 
businesses to the city. 

We are pleased that the six appointed board members of the 
EDC will either be persons who maintain a primary residence or 
have a primary place of business in the District. 
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I am going to short-circuit my testimony—it is in the record—
and indicate that we are supportive of the concept of the Economic 
Development Corp. There are questions that must be answered. 
However, we also believe that there is a need for a comprehensive 
plan for the District. Economic development alone, without the 
right regulatory environment, tax relief, and ease of doing business 
in the District, all of those are needed along with some form or 
shape of the Federal payment. 

[The prepared statement of Mr. Green follows:]
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Mr. DAVIS. Thank you. 
Mr. Schelter, before you testify, I am going to recess. Mrs. 

Morella is on her way back, and she can start it when she comes. 
I want to hear you, because I’ve got some questions to ask you. And 
I appreciate your being here. 

Mr. SCHELTER. OK. That’s fine. 
Mr. DAVIS. So what I’m going to do is recess the meeting for no 

more than 10 minutes, and we’ll hear your testimony, then take 
questions. 

The committee is in recess. 
[Recess.] 
Mrs. MORELLA [presiding]. I think I’m going to take the preroga-

tive to take the Chair and see if we can pick up until Tom Davis, 
the chairman, comes back, which should be soon. 

Was it Mr. Green, was he involved in his testimony at that time? 
I tell you, may we go on to Mr. Schelter, who is the executive 

vice president of the Philadelphia Industrial Development Corp? 
I appreciate your being here. Thank you very much. I would love 

to have you proceed with your testimony. Any written testimony 
will, in its entirety, be included in the record. 

Mr. SCHELTER. Thank you. Good afternoon, Madam Chairman. 
My name is Craig Schelter. I am executive vice president and 

chief operating officer of the Philadelphia Industrial Development 
Corp., called PIDC, the designated economic development agency of 
the city of Philadelphia. I have been with PIDC since 1983. Prior 
to that time, I spent 15 years at the City Planning Commission, in-
cluding 4 years as executive director. 

I am honored to be invited to testify here this morning. My com-
ments will focus on just one aspect of the President’s plan, and that 
is the creation of a new Economic Development Corp. for the city 
of Washington. 

While I have not been privy to the discussions on how you pro-
pose to structure the new entity in DC, I can perhaps provide some 
historic perspective and observations about those common elements 
which are integral to a local Economic Development Corp., if it is 
to be enduring, successful, and responsive to the local area. 

Just a word of history about PIDC. Over the years, the Philadel-
phia Industrial Development Corp., a private, nonprofit corporation 
chartered under State law, has been an outstanding example of 
how an Economic Development Corp. evolves, changes, and inno-
vates, based on the needs of community and on market forces. 

Next year, we will celebrate 40 years of a unique public-private 
partnership between local government and the business community 
of Philadelphia. PIDC was founded in 1958, a joint creation of the 
city of Philadelphia and the Greater Philadelphia Chamber of Com-
merce. We have a dedicated professional staff of 65 people and an 
operating budget of $6 million. 

Since 1958 through the first quarter of this year, we have com-
pleted more than 3,300 transactions, totaling almost $4.4 billion. In 
the process, we have retained 166,000 existing jobs and created 
126,000 new jobs, for a total job impact of 292,000 jobs in the city 
of Philadelphia, and that’s against a total payroll of about 676,000 
jobs. 
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I point out on the last page of my testimony, which I can go to 
later, I included how transactions have increased over those 40 
years, mainly with an eye toward pointing out that you have to 
look at a long-term perspective. If you look at how that $4.3 billion 
is made up, in the first 10 years, we did about $200 million; in the 
next 10 years, about $800 million; and then, in the 1980’s, we ex-
ploded with $2.4 billion; and in the 1990’s, we’re getting close to 
$1 billion. 

A number of factors are worth considering to create a long-term, 
viable economic development entity. One, make the organization a 
true public-private partnership. This must be true at the board and 
policymaking level. In our case, a governing board of 30 members 
approves the budget and sets broad policy for the corporation, in 
close coordination with city government. 

The regular business of the corporation is conducted by a 15-
member executive committee, 8 of whom are named directly by the 
president of the Chamber of Commerce. The other 7 are the 7 high-
est elected and appointed officials in the city government. They are 
the mayor, the president of the city council, the members of the 
mayor’s cabinet, the commerce director, finance director, managing 
director, city solicitor, and chairman of the city planning commis-
sion. 

The remaining 15 members are jointly appointed by the presi-
dent of the Chamber of Commerce and the city commerce director. 
This structure has ensured a strong business continuity within the 
context of changing mayoralty administrations. Furthermore, it has 
brought broad expertise in finance, law, labor, business, community 
development, design, and real estate development to the board. 

Two, maintain close relationships with existing executive and 
legislative branches of local government. The importance of a clear, 
consistent economic development agenda is critical to the business 
perception of a metropolitan area that things can and do get done. 

Key to this effort, in the last 6 years in Philadelphia, has been 
the city’s participating directly in the lending business, using city 
tax-supported dollars. This initiative was developed under the in-
spired leadership of Mayor Edward G. Rendell and his administra-
tion, working closely with City Council President John Street. This 
initiative provides flexibility and speed without the encumbrance of 
certain other Federal and State programs. 

We also manage the assets and transact all the business of the 
Philadelphia Authority for Industrial Development, where we do all 
manner of real estate, land transfer transactions, including tax-ex-
empt financing. Here again, it is a five-member board that serves 
at the pleasure of the mayor. 

Whether the concern is neighborhood development, loan guaran-
tees for hotel and convention facilities, expanding industrial parks, 
providing tax-exempt financing, or providing the ability to nego-
tiate directly a development transaction using city assets, a key re-
lationship must exist between the local development corporation 
and the city administration. 

Three, create a professional culture that generates and manages 
programs that are based on sound planning and financing guide-
lines. We have created a loan committee from among private sector 
members of our board of directors. The committee is a key compo-
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nent, which not only ensures that appropriate credit underwriting 
standards are used, but provides an institutional memory and con-
tinuity critical to success. 

The results speak for themselves. We have managed to nurture 
a financial base of the corporation currently consisting of 500 out-
standing loans, and we have a default rate of only 2 percent, com-
parable to the rate of a solid private lending institution. 

We are currently marketing nationwide a portfolio management 
system that provides greater loan portfolio oversight, allows local 
Economic Development Corp.’s to manage assets more effectively, 
and increases productivity, especially with regard to tracking re-
quirements associated with Federal dollars. 

Four, be entrepreneurial in development of new programs. In the 
early 1980’s, when the first signs of limits on tax-exempt financing 
appeared, we developed direct lending programs using revolved 
Federal dollars. This foresight enabled us to stay in business when 
other IDCs around the country folded. Also, in the 1980’s, it be-
came clear that venture capital was lacking in Philadelphia, so we 
started a small venture fund. The PIDC/Penn Venture Fund was 
the first municipal venture fund in the country. 

In 1992, we expanded our lending capacity to a new market, and 
we created a nationally recognized $100-million HUD 108 lending 
program. Half of the fund is available for major hotel development. 
The other half is a loan pool which is available for manufacturing 
and other transactions, citywide. 

The innovative aspect is that HUD accepted our process and 
lending criteria for a loan pool, such that each project did not have 
to be approved individually, thereby creating a flexible pool of Fed-
eral money to be used at the local level. 

Just this past year, to expand available capital, we successfully 
securitized an additional portion of our loan portfolio, adding $5 
million to assist new business. We also pioneered, in Philadelphia, 
the use of a novel, if complex, financing tool, tax increment financ-
ing. TIFs, as they are called, enable us to close financing gaps, pro-
viding access to capital for projects that otherwise would not hap-
pen. 

Five, be prepared to mix and match the best elements of Federal, 
State, and local programs. Currently, we have 23 different lending 
programs. The most successful are those that provide long-term 
consistency of approach. Taking 1995 and 1996 as an example, we 
used 19 different programs: 21 percent local, 24 percent State, and 
36 percent Federal. 

The public dollars funnelled through these programs totaled $237 
million, which, in turn, leveraged $100 million in outside financing 
and $63 million in owner equity, for $400 million in total project 
costs. I would also point out that one of the programs, the use of 
Federal dollars, the leverage factor, is about seven to one. 

Focus on core businesses. In our case, our emphasis is on financ-
ing small businesses, developing the city’s industrial land resources 
in six industrial parks, providing development management serv-
ices on major projects, and facilitating defense conversion. 

Developing an overall mission statement and strategic plan for 
your core businesses will be critical. Also, the management of cer-
tain high-profile projects can bring added credibility to the new cor-
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poration. In our case, having leadership roles in the development 
of our convention center, professional sports facilities, major med-
ical complexes, and our central waterfront afforded us that oppor-
tunity. 

Seven, attract and maintain a professional staff. There is a need 
for an entrepreneurial spirit grounded with a sound public policy 
core. The breadth of issues facing Economic Development Corp.’s 
requires extensive knowledge of all private development skills, 
skills born of extensive experience and substantial practical knowl-
edge in specialized areas of planning, private and public finance, 
and real estate development. 

Eight, do not underestimate the value of developer services and 
expedited permit processing. PIDC innovated and now manages a 
developer services process on most projects with major job or con-
struction aspects in the city. As part of the process, representatives 
of every city department that is involved in the permitting process, 
as well as the public utilities, meet to discuss a project’s needs and 
mesh them with permitting and other public requirements. 

I would add, parenthetically, to date we have processed about $4-
million worth of projects through this program. 

This effectively puts every project on a department radar screen 
for approval. While no substitute for detailed review by individual 
departments, it does highlight issues in a timely way, as well as 
give face-to-face contact to the individuals responsible for ultimate 
permit approvals. 

What I have given you here, briefly, is a snapshot. I would be 
happy to answer any questions you would have. In the end, I think 
you need to assume a long-term commitment. As the chart I have 
included illustrates and my comments support, things do not hap-
pen overnight. We have learned a lot over 40 years. 

I believe successful urban economic development comes down to 
local initiative and control, with appropriate Federal resources. It 
comes down to balancing public and private resources that, in turn, 
creates business trust. It comes down to a solid, business-like ap-
proach, without losing the focus for making economic activity hap-
pen across the community. 

Without getting into a public policy debate about the adequacy 
of the funds for this new corporation, it is clear to us that innova-
tion and authority must focus on the local level and be paramount. 
This can be shared by the government and by the business commu-
nity, and creates the most hope in balanced strategy in the long 
run. 

Thank you. 
[The prepared statement of Mr. Schelter follows:]
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Mr. DAVIS [presiding]. Thank you very much. 
Ted Trabue, is Ted here? 
Ted, let me swear you in and you can answer some questions. 
[Witness sworn.] 
Mr. DAVIS. Mr. Schelter, let me ask you, does the city of Phila-

delphia have a requirement in its contracting out of having city 
residents? 

Mr. SCHELTER. No, we do not. 
Mr. DAVIS. OK. The city of Philadelphia I think has been a 

model, in many cases. You have a lot of the tough problems that 
just don’t go away, given demographics, aging infrastructure, and 
the like. Yet, under Mayor Rendell—and I just single him out—he 
has been very proactive in, instead of complaining about it, dealing 
with it, dealing with the unions, dealing with some legislative 
structures that aren’t necessarily conducive to economic develop-
ment. 

But would you agree that one of the key components is working 
in partnership with the business community? Isn’t that what 
you’ve really done here? 

Mr. SCHELTER. Yes, he has been an unbelievable cheerleader for 
the city and for the business community. At the drop of a hat, he 
will get on a plane and fly to the West Coast for a potential inves-
tor or developer in the city. And he has done this largely in concert 
with our corporation, and has turned to us, then, to implement a 
lot of his initiatives. 

Mr. DAVIS. Leadership can make a big difference. You know, I 
will tell you, in Fairfax, we literally brought companies in—because 
when I was the head of the county government, we were proactive 
and went out and recruited them, and we made commitments. 

You made a note about timing, getting the permits and plans, 
and how quickly it can happen. That is critical. And if you make 
a commitment, you’ve got to adhere to it. But to do that, you have 
to have a team of inspectors that work well. You’ve got to have in-
formation technology and logistics work out. How have you been 
able to deliver on those kinds of things? 

Mr. SCHELTER. Well, the Developer Services Committee, which I 
mentioned in my testimony, is convened on behalf of the city’s com-
merce director, who is one of the mayor’s cabinet. We staff that 
function. We have a former head of the Department of Licenses 
and Inspections in the city that is a consultant to us. And we have 
our Special Projects Division staff that. 

On every project, whether it’s a major job component or major 
capital investment, at the time the schematic plans are set, we con-
vene a group of about 18 people around a table. It’s at a deputy 
commissioner level among the Departments of Planning, Streets, 
Water, Fire, managing director, LNI, and we go over those plans. 

Everybody gets a chance, one, to raise what their issues are. And 
that developer or that business leaves with not only the business 
card of the person, they have met them face-to-face, they know 
what the issues are, they know what the timing is on the permit. 
And the Commerce Department then rides herd to make sure that 
comments get back to the developer in a timely manner. 

And that has been a very successful thing. Again, it’s more the 
predictability of the way business is done. It doesn’t substitute for 
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individual departments doing their thing and doing their review, 
but it puts them on notice that this is a project that is supported 
by the administration at the highest level and where there is an 
expectation of a timely review process. 

Mr. DAVIS. It’s focus. Just a lot of it is focus and follow-through, 
which is tough, day-to-day, when you are bombarded with so many 
things and limited staff. 

Mr. SCHELTER. May I go back? 
Mr. DAVIS. Yes. 
Mr. SCHELTER. I answered your first question too quickly, I’m 

afraid. You asked if there was a focus on hiring locally. While we 
do not have a specific requirement of the businesses that we lend 
to to do that, we clearly do encourage them in that regard. 

Mr. DAVIS. Absolutely. 
Mr. SCHELTER. And also, among the consultants that we hire, 

generally, our board, the first question they are going to ask, if 
they see it’s a consultant from outside of the city, is why it was 
necessary to go to a consultant from outside the city, given the fact 
that we’ve got lots of talent in the city. 

So while we will never back off from hiring someone from outside 
if they have a particular expertise, we try to keep business local. 

Mr. DAVIS. Absolutely. And I don’t know a jurisdiction in the 
country that doesn’t do that. That’s just good home-grown, home-
town bias that we ought to have. If you can’t get it in your home-
town, where can you get it? But it’s the difference between a re-
quirement, where you start actually, in some cases, lowering the 
bar, and then that raises a whole host of other issues that I think 
don’t recognize the changing dynamics of the marketplace. 

Let me just ask my friends from the Chamber and the Board of 
Trade. Do you agree that an Economic Development Corp. would 
give the kind of focus that is needed to the city? 

Mr. GREEN. I think it’s extremely important. We support it 
strongly. But, again, Mr. Chairman, I go back to what I have said 
consistently and I think I’ve heard you all say, and that is that 
there have to be some other things, as well, expediting permitting, 
all those other things. 

Mr. DAVIS. Absolutely. And let me just say, I think, as part of 
what we do here, I hope we can do that. And I think we could all 
sit around, but those make such great sense and there is such a 
consensus on those kinds of things. 

Mr. GREEN. We at the Chamber have been very involved with 
the Department of Consumer and Regulatory Affairs on a permit-
ting project that is nearing fruition and is up and running. And 
that has been initiated out of the DC Chamber of Commerce. 

Mr. DAVIS. Also, bringing down taxes and regulation, in general. 
You’ve got to lower the burden structure. I’ve talked to a lot of my 
businesses. Why aren’t you in DC anymore? Why are you doing 
this? And they just say it got so bad, you know. The question is, 
it got so expensive. And that doesn’t help anybody. So people vote 
with their feet. And a lot of people would like to be in the city. 

Mr. GREEN. The emphasis I keep coming back to is, the Economic 
Development Corp. plus those other programs and services around 
the corporation will create the right kind of environment. One of 
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the bills that we are pushing is the reduction in Workers’ Com-
pensation taxes. 

Mr. DAVIS. I even heard the mayor say good things. But, you 
know, talking about it and getting it done are two different things. 

Mr. GREEN. Or the Council. And we’re pushing it very hard. 
Mr. DAVIS. Exactly. And we want these decisions to be made at 

the local level, to the extent they can. I think it’s instructive for 
the local level to understand what it takes to build and maintain 
a tax base. These are not automatic. You can’t bully businesses into 
staying and giving things anymore. 

Business wants to give. I mean, they are the employer. They are 
the contributors to the charities. They drive the tax base that has 
you pay for education and human service and all these other 
things. But the bottom line is, they have to answer to a group of 
shareholders, and if they can’t substantiate a profit, they are going 
to move on. 

Unfortunately, over the last decade and a half, we have seen a 
marked exodus from the city. Now we’re stuck where, despite the 
best intentions of some of the rules that were passed, they end up 
being very anticompetitive and burdensome. 

We all want the same things. 
Mr. Trabue, do you want to say anything? I got you up here, and 

I want to put you on the record here. Is this your first congres-
sional hearing? 

Mr. TRABUE. Yes, it is. Thank you very much, Mr. Chairman. 
Mr. DAVIS. Well, I want you to say something. 
Mr. TRABUE. Thank you for inviting me to appear before you 

today. I would agree with Mr. Green’s comments. We believe, at 
the Board of Trade, that the regulatory environment in town and 
the taxing climate must be coordinated and must be improved. 

The Economic Development Corp. is a primary source of an area 
where we can bring some focus to these efforts and really realize 
some true economic development in our region. 

Mr. DAVIS. Thank you. Thank you very much. 
Were you here for Mr. Moran’s comments earlier in the day? 
Mr. TRABUE. Yes, we were. 
Mr. DAVIS. I’ve got to believe you liked them. Jim, I think, is 

right on target. And I’m not trying to put him against Ms. Norton’s 
plan. You have to look at, with a given amount of dollars, what’s 
the best thing we can do. But bringing down those local business 
taxes is just absolutely critical. 

Mr. TRABUE. I support that wholeheartedly. The only issue I 
raise is that, as we bring them down, we’ve got to be sure that the 
city is stable and has some revenue stream during that period of 
time that the economic engine begins to be energized. So that’s the 
only issue, how do you get that revenue stream at the same time 
that you’re bringing down the taxes? 

Mr. MORAN. We’re going to have to close up anyway, but the idea 
would be that we would have to substitute the loss of DC revenue. 
Because, presumably, when you fix it, there is some reduction of 
revenue. I’m not sure how much. I’m not sure anybody knows how 
much. 

Mr. DAVIS. Short-term anyway. 
Mr. TRABUE. That’s what I’m saying, short-term. 
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Mr. MORAN. In the long run, it’s going to bring a lot more rev-
enue in, and it’s going to be private revenue. 

And I can understand why the business community prefers the 
15 percent flat tax, because that’s a loss of Federal revenue; it’s not 
a loss of local revenue. Presumably, we can better afford it than 
DC. 

Having talked with Tom and from what he is saying now, I don’t 
think there is any disagreement, and apparently there’s no dis-
agreement with you. And this is the best opportunity. Let’s fix the 
local tax structure and make it sensible, but also make it competi-
tive with the metropolitan region. 

And then we’ve got to figure out a way to replace any lost rev-
enue. Maybe that’s from an exact pilot, an exact payment in lieu 
of taxes, which Brookings estimates at about $382 million. 

But, anyway, Mr. Chairman, thanks for having the hearing. 
Thanks for doing all that you’re doing. And thanks for getting good 
people like this as witnesses. We will look forward to working with 
you. 

Thanks. 
Mr. DAVIS. Thank you very much. 
Mr. TRABUE. Thank you very much. 
Mr. DAVIS. Mr. Green, thank you for being here. 
Mr. Trabue, thank you, on your debut here. Probably the first of 

many hearings, but we appreciate having you here. 
And Mr. Schelter, special thanks to you for coming down from 

Philadelphia. 
Mr. SCHELTER. My pleasure. 
Mr. DAVIS. You have been, in many ways—when you do some-

thing right—not everything you’ve done right—but, I mean, by and 
large, you’ve done it right, and you can be a model for other places 
to copy, to look after, to emulate. Again, our congratulations to 
your mayor, who I think is really one of the outstanding mayors 
in the United States. Give him our best. 

Mr. SCHELTER. Thank you. I’ll tell him. 
Mr. DAVIS. Thank you very much. 
Without objection, the record will remain open for 10 days. 
Without objection, I ask that any written statements from wit-

nesses or Members be made part of the permanent record. 
The subcommittee will continue to work with all interested par-

ties in an ongoing effort to continue the progress that has been 
made. 

These proceedings are closed. 
[Whereupon, at 12:30 p.m., the subcommittee was adjourned.] 
[Additional information submitted for the hearing record follows:]
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